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There  is  today  considerable  debate  in 
government,  business  and  industry  over 
the  best  ways  to  stimulate  and  protect 
national  economic  growth.  The  issues  in¬ 
volved — local  versus  national  control, 
public  versus  private  enterprise,  poverty 
versus  an  affluent  society,  the  relationship 
between  a  nation’s  economic  and  political 
and  social  strength — can  be  understood 
more  fully  in  the  light  of  American  his¬ 
tory. 

Stuart  Bruchey,  in  an  urbane  and  bril¬ 
liant  analysis,  has  sought  out  the  causes  of 
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Preface 


To  say  that  economic  growth  involves  far  more  than  economics  is 
to  utter  a  truism.  Most  students  of  growth,  it  seems  safe  to  say,  now 
view  that  process  as  one  which  cuts  across  the  boundaries  of  the 
disciplines  within  the  social  sciences.  Growth  implicates  political 
science,  sociology,  social  psychology,  and  much  else  besides  eco¬ 
nomics  and  economic  history.  In  this  book  I  attempt  to  apply  this 
broad  approach  to  American  economic  growth  and  to  place  the 
process  within  the  mainstream  of  American  history. 

I  am  aware  of  the  presumption  implied  by  that  effort.  The  area  is 
vast  and  the  terrain  difficult:  if  in  some  places  it  is  hardly  known,  in 
many  others  it  is  covered  by  a  tangled  growth  of  monographic  and 
journal  literature.  Indeed,  without  a  conceptual  compass  of  some 
kind  one  would  lose  one’s  way.  After  a  brief  introduction  of  the 
subject  of  the  book  I  further  discuss  in  the  opening  chapter  the 
need  for  such  guidance  and  try  to  make  clear  what  it  is  that  has 
directed  my  own  path. 

Within  the  area  of  pertinence  indicated  by  my  compass  I  have 
tried  to  supply  some  guidance  to  the  literature,  at  least  to  the  ex¬ 
tent  of  identifying  many  of  its  contributors,  whose  works  are 
partially  listed  in  a  selective  bibliography.  In  part,  therefore,  the 
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book  is  an  extended  commentary  on  that  literature.  While  I  have 
made  frequent  use  of  such  printed  primary  sources  as  the  Journals 
of  the  Continental  Congress  and  the  works  of  Jefferson,  Hamilton 
and  others,  my  research  in  manuscript  sources  has  been  in  the  main 
confined  to  mercantile  and  banking  records.  One  additional  dis¬ 
claimer  should  be  entered  for  the  benefit  of  all  except  economists, 
who  will  not  need  to  be  told:  my  training  and  interests  are  those  of 
the  historian. 

More  specifically,  my  interest  lies  in  the  causes  of  social  change, 
of  which  economic  change  may  be  viewed  as  one  aspect.  Many  stu¬ 
dents  of  economic  growth  approach  its  problems  in  ways  which 
differ  from  the  path  I  have  chosen.  Devotees  of  what  is  sometimes 
called  the  “new  economic  history,”  their  interest  centers  in  the 
economic  analysis  of  quantitative  phenomena.  The  current  prestige 
of  the  natural  sciences  and  their  mathematical  tools,  together  with 
the  availability  of  high-speed  computers  to  handle  masses  of  data 
beyond  the  previous  capacity  of  the  individual  researcher,  are  re¬ 
cruiting  increasing  numbers  of  younger  scholars  trained  in  the  use 
of  these  techniques.  Their  analytical  precision,  their  ingenious 
efforts  to  fill  gaps  in  the  data  by  indirect  measurements  that  are 
guided  by  the  logic  of  economic  theory,  compel  admiration,  for 
they  often  result  in  the  drawing  of  more  defensible  lines  between 
what  is  probable  and  what  is  not. 

Quantitative  methods  made  undoubted  contributions:  but  their 
limitations  are  also  clear.  In  the  words  of  Carter  Goodrich,  “at¬ 
tempts  to  deal  with  causation,  to  consider  what  factors  lead  to 
development  in  one  situation  and  stagnation  in  another,  necessarily 
become  qualitative  in  their  nature.”  Since  my  own  interest  lies  pre¬ 
cisely  in  the  problem  of  causation  a  resort  to  qualitative  techniques 
would  have  been  compelled  by  that  consideration  alone.  Yet  an 
observation  once  made  by  Frederic  C.  Lane  should  be  added:  both 
the  quantitative  method,  and  the  machines  which  are  an  extension 
of  that  method,  are  extensions  in  turn  of  the  basic  technique  of 
historical  criticism.  What  will  always  remain  for  determination  is 
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the  question:  is  a  particular  statement,  whether  qualitative  or  quan¬ 
titative,  true  or  false? 

To  Professor  Lane  I  shall  always  owe  far  more  than  I  can  ever 
repay  for  teaching  me  that  the  whole  man  is  at  the  center  of  all  our 
studies.  This  is  the  meaning  of  humanism,  the  raison  d’etre  of  the 
university.  I  wish  to  thank  him  here  more  specifically  for  his  helpful 
comments  on  an  early  outline  for  the  present  volume.  To  several 
colleagues  I  owe  thanks  for  the  stylistic  and  organizational  im¬ 
provement  of  various  chapters.  Richard  E.  Sullivan  gave  me  the 
benefit  of  a  very  careful  reading  of  Chapters  two  and  three,  and 
Dean  Paul  A.  Varg  also  contributed  much  to  the  lessening  of  the 
imperfections  of  those  chapters.  To  Arthur  E.  Adams  I  am  in¬ 
debted  for  helpful  criticisms  of  Chapters  four  and  five.  Robert  E. 
and  B.  Katherine  Brown  listened  in  patience  to  a  reading  of  Chapter 
one  and  made  useful  comments  on  it.  I  have  benefited  from  con¬ 
versations  with  John  W.  Baldwin  of  Johns  Hopkins,  and  with 
Marvin  R.  Cain,  Bernard  A.  Kemp,  and  W.  Paul  Strassmann  of 
Michigan  State. 

The  incisive  editorial  comments  of  John  Higham  and  Carl  N. 
Degler  did  much  to  improve  the  style  and  enrich  the  substance  of 
the  entire  manuscript.  Scholars  are  especially  aware  of  the  great 
chain  of  academic  being,  and  the  most  cursory  reading  of  these 
chapters  will  reveal  the  extent  of  their  indebtedness  to  the  thoughts 
and  findings  of  others.  But  those  who  have  poured  forth  their  learn¬ 
ing  and  other  aids  must  not  be  blamed  if  the  receptacle  proved  too 
small  to  hold  the  fullness  of  their  offering.  To  my  wife,  finally,  to 
the  extraordinary  clarity  of  her  thought,  and  to  her  great  and 
patient  giving,  the  book  owes  much  of  any  merit  it  may  possess. 

I  am  indebted  to  Michigan  State  University  for  helping  finance 
the  costs  of  research,  to  Richard  E.  Chapin  and  Henry  C.  Koch  of 
the  Michigan  State  University  Library  for  many  generous  aids,  and 
to  Edie  Starr  for  excellent  typing.  The  grant  of  a  faculty  fellowship 
by  the  Social  Science  Research  Council  made  it  possible  to  com¬ 
plete  the  manuscript  more  expeditiously. 


'  * 


THE  ROOTS  OF  AMERICAN  ECONOMIC 


GROWTH,  1607-1861 


I 


The  Matter  of  Method 


The  world  of  the  mid-twentieth  century  is  one  in  which  two-thirds 
of  mankind  live  in  want.  Poverty  is,  of  course,  nothing  new:  most 
of  the  people  who  have  ever  lived  have  probably  been  poor.  Yet 
the  problem  of  want  in  the  contemporary  world  wears  a  different 
face,  and  even  the  occupational  skepticism  of  the  historian  can¬ 
not  prevail  against  the  need  to  recognize  its  newness.  Poverty  today 
is  accompanied  by  a  multinational  consciousness  of  its  existence, 
by  the  beginnings  of  an  organized  will  to  alleviate  it,  and  by  the 
availability  of  the  means  of  success.  The  means  are  a  growing  body 
of  scientific  knowledge  and  the  widening  technology  that  rests  upon 
it,  including  not  only  machinery  and  processes  but  techniques  for  the 
organization  and  management  of  human  and  other  resources. 

While  science  and  technology  promise  enormous  increases  in  the 
productivity  of  economic  effort,  their  use  to  this  end  requires  the 
massive  support  of  an  aspiring  nation.  Not  surprisingly,  therefore, 
in  one  underdeveloped  country  after  another  in  Latin  America, 
the  East,  and  Africa  during  the  years  following  World  War  II  there 
have  arisen  educated  leaders  determined  to  teach  their  peoples  that 
the  preconditions  of  higher  levels  of  living  depend  greatly  upon  the 
human  will.  This  is  not  to  minimize  the  great  difficulties  that  stand 
in  the  way:  incomes  so  low  as  to  afford  only  a  marginal  possibility 
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of  capital  formation  out  of  domestic  savings;  illiteracy,  poor  health, 
and  undeveloped  skills;  resistant  customs,  institutions,  and  values. 
It  is  only  to  suggest  that  these  difficulties  may  not  loom  so  large 
once  a  determination  to  raise  standards  of  living  has  permeated 
the  populations  of  the  depressed  areas. 

The  factor  of  social  will  has  been  underestimated  in  most  discus¬ 
sion  of  the  conditions  necessary  to  economic  development.  Yet  its 
importance  is  as  clear  in  the  historical  experience  of  mature  Western 
economies  as  it  is  in  the  case  of  backward  nations.  It  is  clear  in  the 
West  today.  Despite  the  advanced  technologies  that  are  available  to 
the  West,  the  foreseeable  future  holds  little  or  no  promise  that  rates 
of  growth  will  advance  as  rapidly  as  they  did  in  the  nineteenth 
century.  Part  of  the  reason  for  this,  of  course,  is  that  Western  man 
has  increasingly  preferred  the  uses  of  leisure  to  the  multiplication 
of  material  possessions.  This  preference  is  certainly  not  to  be  de¬ 
plored.  The  relative  decline  of  materialism  holds  rich  promise  for 
the  cultivation  of  the  spirit  of  man.  Yet  it  is  undeniable  that  many 
in  the  West  are  concerned  over  lagging  growth  rates.  And  it  is  this 
concern,  together  with  efforts  by  underdeveloped  peoples  to  rise 
from  age-old  conditions  of  poverty,  that  has  created  world-wide 
interest  in  problems  of  economic  growth.  Competition  between 
China,  Russia,  and  the  West  for  political  influence  in  the  under¬ 
developed  regions  only  sharpens  an  edge  already  honed  by 
nationalist  aspirations. 

The  quickened  growth  that  is  the  objective  of  both  study  and 
policy  is  no  mere  spurt  in  economic  activity,  such  as  that  which 
might  follow  from  an  unusually  good  harvest,  or  that  which  comes 
with  an  upward  movement  in  the  business  cycle.  The  business  cycle 
traverses  its  run  from  peak  to  depression  in  from  four  to  nine  years. 
The  growth  in  which  the  contemporary  world  is  interested  is  not  a 
temporary  phenomenon  but  one  that  is  sustained  over  the  long  run. 
Analyzing  the  course  of  the  long  run,  some  students  have  found 
growth  cycles  of  ten,  others  of  approximately  sixty  years  in  dura¬ 
tion.  It  is  not  impossible  that  cycles  of  one  hundred  years  may 
someday  be  discovered.  About  this  aspect  of  growth,  as  about  so 
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many  other  features  of  the  phenomenon,  much  has  yet  to  be  learned, 
especially  concerning  the  nature  of  the  relationship  between  short- 
run  business  cycles  and  the  “long  swings”  of  growth. 

Scholarly  opinion  concerning  the  proper  measure  of  growth  re¬ 
flects  the  dual  interest  in  both  mature  and  underdeveloped  econ¬ 
omies.  Almost  everyone  agrees  on  the  need  to  employ  national 
income  as  an  index,  but  some  favor  the  use  of  that  index  alone. 
More  strictly,  they  would  define  growth  as  an  annual  increase  either 
in  the  total  real  net  output  of  goods  and  services  (net  national 
product)  or  in  its  monetary  equivalent,  national  income.  Others 
emphasize  the  importance  of  population  change,  and  prefer  to  divide 
national  income  by  the  size  of  the  population  in  order  to  obtain 
a  figure  for  income  per  person.  The  former  are  mainly  concerned 
with  the  need  to  speed  up  the  lagging  growth  rates  of  the  economies 
of  the  West,  where  levels  of  living  have  long  been  high  and  popula¬ 
tion  increases  have  provided  only  short-run  threats  to  those  levels. 
The  latter  have  in  mind  mainly  the  difficulties  of  initiating  growth  in 
underdeveloped  countries  where  increases  in  income  are  so  small 
that  they  tend  to  be  swallowed  up  by  even  larger  increases  in  popu¬ 
lation,  with  the  result  that  levels  of  living  already  pitifully  low  are 
depressed  still  more.  Income  per  capita  supplies  the  best  available 
measure  of  economic  welfare,  and  it  is  in  this  sense  of  output  (or 
income)  per  capita  that  the  term  “growth”  (or  “development”)  is 
used  in  the  pages  that  follow.  I  shall  use  the  term  “expansion” 
to  designate  increases  in  output  that  appear  to  owe  their  existence 
to  increases  in  population.  Needless  to  say,  if  an  increased  number 
of  people  is  required  to  produce  an  increased  amount  of  goods  and 
services,  the  processes  of  production  have  not  made  it  possible 
for  anyone  to  be  any  better  off  than  he  was  before. 

The  severity  of  both  aspects  of  the  contemporary  problem  of 
growth  makes  it  understandable  that  students,  in  their  efforts  to 
cope  with  them,  should  turn  for  guidance  to  past  experience.  Two 
formidable  obstacles  confront  the  search  for  historical  origins:  the 
problem  of  evidence  and  that  of  causation.  Involving,  as  it  does, 
rates  of  output  (income)  over  periods  of  time,  economic  growth 
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is  clearly  a  quantitative  concept.  The  problem  of  evidence  is  simply 
that  the  statistical  data  necessary  for  the  establishment  of  either 
the  existence  or  the  rate  of  growth  are  available  for  scarcely  a  dozen 
of  the  more  than  one  hundred  countries  of  the  world.  Derived 
from  census  returns  and  other  fragments,  these  data  exist  only 
for  the  more  advanced  countries,  and  even  in  these  cases  the  data 
are  for  only  short  periods  of  time.  Even  for  the  United  States, 
figures  upon  which  estimates  of  national  income  may  be  securely 
based  commence  only  in  1869.  Some  students  are  therefore  doubt¬ 
ful  that  we  shall  ever  possess  sufficient  data  upon  which  to  rest 
reliable  estimates  of  output  during  the  earlier  years  of  the  nine¬ 
teenth  century,  to  say  nothing  of  the  eighteenth  and  seventeenth 
centuries.  Others,  less  pessimistic,  are  studying  movements  of 
productivity  in  agriculture  and  other  sectors  of  the  economy.  The 
most  widely  used  index  of  productivity — which  is  a  measure  of 
the  efficiency  with  which  resources  are  converted  into  the  com¬ 
modities  and  services  that  men  want — is  physical  output  per  man¬ 
hour.  Studies  of  productivity  may  well  be  moving  into  the  center  of 
research  efforts  to  trace  the  probable  course  of  early  American 
growth. 

It  is  precisely  here  that  the  even  more  difficult  problem  of  causa¬ 
tion  enters.  While  the  fact  of  an  increase  in  productivity  requires 
quantitative  evidence  in  its  support,  many  of  the  causes  of  increased 
efficiency  are  wholly  or  partly  unmeasurable.  Under  most  reasonable 
assumptions  it  is  true  that  the  use  of  more  machinery  per  worker 
will  increase  output  per  worker,  so  that  a  causal  chain  reaching 
from  investment  to  profits,  savings-income  ratios,  prices,  costs,  and 
other  elements  in  capital  formation  may  be  forged  from  quantifiable 
links  of  an  economic  nature.  But  it  is  also  true  that  causes  of  a 
different  order  may  be  found  in  changes  in  social  structure  and 
mobility,  in  sharpened  incentives,  in  contributions  to  efficiency  made 
by  improved  economic  organization,  by  new  knowledge,  better 
training  and  health,  and  by  other  sociocultural  or  political  factors. 

Strictly  speaking,  as  William  N.  Parker  has  suggested,  social 
changes  of  these  kinds  made  their  own  contributions  to  the  inputs. 
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But  can  these  contributions  be  separated  from  each  other,  measured, 
and  compared  in  “importance”  both  with  each  other  and  with  con¬ 
tributions  simultaneously  made  by  economic  inputs?  I  for  one  do 
not  see  how  they  can  be.  How  does  one  measure  the  effects  of  an 
increase  in  vertical  social  mobility  upon  incentives  to  produce? 
And  separate  those  effects  from  the  contributions  made  by  other 
inputs?  Or  again,  while  social  expenditures  on  education  and  health 
provide  a  useful  index  to  the  available  quantity  of  those  inputs,  how 
does  one  cope  numerically  with  the  contributions  made  by  improve¬ 
ments  in  their  quality?  Even  if  one  abstracts  expenditures  on  medical 
and  educational  research  and  development  and  compares  changing 
ratios  of  these  to  total  expenditures  on  education  and  health,  is 
it  not  reasonable  to  assume  that  research  and  development  in  some 
particular  area  may  be  far  more  responsible  for  the  rise  in 
productivity  than  those  activities  in  other  areas?  One  thinks,  for 
example,  of  the  importance  of  vaccination  in  the  late  eighteenth 
century,  or  of  the  movement  for  free  public  schools  in  the  second 
third  of  the  next  century,  a  movement  which  may  be  justly  con¬ 
ceived  of  as  a  form  of  educational  research  and  development.  Is  it 
not  clear  that  when  one  begins  to  assess  the  relative  importance  of 
the  components  of  a  total  expenditure,  when  one  breaks  open  the 
crust  of  what  is  after  all  a  grossly  external  and  enumerative  index, 
he  is  engaged  in  the  process  of  making  historical  judgments?  Surely 
the  need  for  such  judgments  is  inescapable,  for  the  numerous 
social  factors  contributing  to  an  increase  in  productivity  shift  their 
positions  of  relative  importance  as  historical  change  occurs  in  the 
context  in  which  they  appear.  It  therefore  seems  to  me  that  decisions 
concerning  relative  importance,  whether  expressed  in  numbers  or 
words,  are  fundamentally  historical  approximations  resting  on 
judgment. 

The  point  may  be  otherwise  expressed.  At  any  given  moment  of 
rise  in  productivity  numerous  influences  conspire  to  bring  the  rise 
about.  But  to  associate  specific  portions  of  a  numerical  result  (the 
productivity  increase)  with  each  of  its  multiple  causes  appears 
impossibly  complex.  Would  the  effort  to  do  so  not  make  for  a 
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merely  meretricious  exactness,  a  kind  of  reductio  ad  absurdum  of 
quantomania?  Economists  and  other  social  scientists  are  surely 
justified  in  seeking  to  quantify  whatever  may  usefully  be  quantified. 
But  many  of  the  important  contributions  to  productivity,  and  hence 
to  growth,  cannot  be  so  reduced. 

The  fact  that  the  economic  causes  of  growth  are  more  easily 
quantified  than  are  other  causes  makes  it  difficult  to  assess  the 
relative  importance  of  the  two  categories.  This  is  because  it  is 
tempting  to  assign  a  greater  weight  to  that  which  is  ponderable,  to 
regard  it  as  somehow  more  “fundamental,”  and  other  things  as 
secondary  or  “derived.”  As  an  alternative,  it  is  tempting  to  label 
non-economic  factors  as  “important”  and  then  in  the  ensuing 
discussion  of  total  causes  to  permit  them  to  carry  an  inconsequential 
burden  of  responsibility  for  producing  the  results  under  analysis.  It 
does  not  follow  that  these  temptations  should  not  be  resisted.  As 
Alexis  de  Tocqueville  noted  long  ago:  “The  mind  is  easily  imposed 
upon  by  the  affectation  of  exactitude  which  marks  even  the  mis¬ 
statements  of  statistics;  and  it  adopts  with  confidence  the  errors 
which  are  appareled  in  the  forms  of  mathematical  truth.”  Simon 
Kuznets,  a  twentieth-century  economist  who  has  been  a  pioneer  in 
the  field  of  national  income  accounting,  would  agree:  “Concentra¬ 
tion  on  quantifiable  factors  in  formulating  hypotheses  may  mean 
a  definite  bias  in  the  selection  and  too  high  a  price  for  a  statistically 
testable  hypothesis.”  Nevertheless,  what  is  undoubtedly  a  leading 
tradition  in  the  history  of  economic  thought  tends  to  discount  the 
economic  significance  of  anything  that  cannot  be  numerically  ex¬ 
pressed. 

The  late  eighteenth-century  world  into  which  classical  economics 
was  born  was  a  world  dominated  by  a  belief  in  the  superiority  of 
natural  over  man-made  law.  From  its  first  systematic  formulation 
of  principles  by  Adam  Smith  and  David  Ricardo,  the  dominant 
classical  strain  has  sought  to  draw  up  canons  comparable  in  their 
uniformity  and  universality  to  the  laws  of  nature.  Classical  eco¬ 
nomics  was  mechanistic;  it  was  built  in  the  image  of  Newton’s 
classical  mechanics.  And  since  the  laws  of  motion  in  classical 


THE  MATTER  OF  METHOD 


[7 

mechanics,  to  employ  the  words  of  Gregor  Sebba,  “establish  deter¬ 
minate  functional  relationships  between  measurable  variables,” 
classical  economics  “assumed  that  a  modem  economy  can  be 
represented  by  a  general  mechanistic  model  capable  of  mathematiza- 
tion  and  presumably  prediction.”  From  its  beginnings,  economics 
has  sought  to  carry  the  rigor  and  power  of  the  natural  sciences  into 
the  area  of  the  social  sciences.  Its  “models”  are  essentially  statistical 
hypotheses  concerning  the  quantifiable  features  of  a  mechanistic 
world. 

Nevertheless,  models  are,  or  at  least  are  capable  of  being,  useful 
tools  of  analysis.  Being  small  machines  that  represent  big  machines, 
they  simplify  the  real  world  by  abstracting  from  its  complexities 
those  causal  factors  (variables)  that  are  believed  to  be  most  sig¬ 
nificantly  related  to  the  problem  under  scrutiny.  By  clearly  specify¬ 
ing  the  nature  of  the  variables,  the  way  in  which  they  are  related  to 
each  other,  and  the  identity  of  other  factors  (“data”)  assumed  to 
be  relatively  fixed  or  constant,  and  which  may  therefore  be  taken 
as  given,  they  supply  frameworks  within  which  the  possibility  of 
disciplined  thought  is  enhanced. 

Depending  on  the  method  by  which  the  variables  are  chosen  for 
inclusion,  models  may  be  classified  as  “real”  or  “ideal”  types.  A 
“real”  model  is  one  that  is  constructed  in  the  closest  possible 
proximity  to  historical  evidence.  An  “ideal”  model  is  a  deliberate 
mental  construct,  the  distinguishing  feature  of  which  is  its  purpose¬ 
ful  exaggeration  of  some  of  the  elements  found  in  the  real  world  in 
order  to  achieve  logical  unity.  It  is  the  ideal  type  that  is  most 
familiar  to  the  economist.  The  model  of  a  free-enterprise  economy, 
for  example,  exaggerates  features  of  the  real  world,  for  it  assumes 
a  condition  of  perfect  competition :  the  existence  of  numerous  firms, 
perfect  markets,  perfect  knowledge,  and  freedom  of  entry  or  exit 
from  business.  The  model  nevertheless  serves  as  a  standard  by 
which  the  nature  of  real-life  deviations  from  it  can  mqre  clearly 
be  seen.  At  the  same  time,  it  permits  a  prediction  of  the  reaction 
of  competitors  to  changes  in  market  conditions. 

Whether  ideal  or  real,  a  model  is  an  hypothesis,  and  the  purpose 
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for  which  it  is  constructed  is  to  provide  an  explanation  of  situations 
or  phenomena  whose  common  features  are  assumed  to  be  more 
important  than  their  distinctive  ones.  Were  every  phenomenon 
unique,  there  would  be  nothing  to  explain;  description  alone  would 
suffice,  and  generalization  would  be  impossible.  A  model  makes 
a  preliminary  identification  of  those  elements  of  uniformity,  a 
tentative  statement  of  the  way  in  which  they  are  related  to  each 
other.  But  whether  it  be  employed  in  natural  science  or  in  social 
science,  its  utility  depends  upon  its  power  to  explain  the  empirical 
data  to  which  it  is  applied.  If  in  one  application  after  another  the 
hypothesis  succeeds  in  explaining  the  data,  the  supposition  that  its 
variables  truly  reflect  the  causes  operative  in  the  real  world  may 
more  confidently  be  held.  From  preliminary  hypothesis  it  may  rise 
to  higher  levels  of  probable  validity,  to  the  dignity  of  “theory”  or 
“law.”  Maximal  validity,  maximal  power  of  prediction  and  hence 
of  control  of  the  forces  making  for  change,  is  the  goal  of  physical 
and  social  science  alike.  The  essential  difference  between  the  two 
areas  of  inquiry  is  thus  not  methodological;  it  lies  in  the  far  smaller 
degree  of  success  which  a  multiplicity  of  variables  permits  to  the 
social  sciences.  Take  three  observations  of  a  comet  and  a  cat,  the 
great  nineteenth-century  English  scientist  Thomas  Huxley  used  to 
say,  and  it  will  be  safer  to  predict  the  date  of  the  comet’s  return  than 
which  way  the  cat  will  jump.  The  longer  the  time  span,  the  wider 
the  problem,  the  more  numerous  will  be  the  variables  of  jumping, 
so  to  speak. 

The  economist’s  models  are  more  efficient  instruments  for 
analysis  of  the  quantifiable  short-run  determinants  of  income  than 
of  the  causes  of  growth.  In  income  analysis,  long-run  factors  of  a 
sociopolitical  nature  may  be  held  constant,  regarded  as  given. 
Economic  growth,  however,  as  sociologist  Bert  F.  Hoselitz  has  put 
it,  “is  a  process  which  affects  not  only  purely  economic  relations  but 
the  entire  social,  political,  and  cultural  fabric  of  society.”  In  the 
dynamic  world  of  growth,  unlike  the  changeless,  timeless  world  of 
short-run  analysis,  the  data  previously  assumed  as  given  are  in  con¬ 
stant  motion  as  factors  making  for  change.  It  is  indeed  the  element 
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of  time,  as  the  nineteenth  century  economist  Alfred  Marshall  ob¬ 
served,  that  is  “the  source  of  many  of  the  greatest  difficulties  in 
economics.”  And  the  difficulty  here  is  this:  how  can  short-run 
models  incorporate  the  long-run,  non-quantifiable  elements  of  eco¬ 
nomic  growth? 

Some  economists,  it  must  be  said,  have  recently  tried  to  devise 
models  sufficiently  comprehensive  to  include  all  factors  impinging 
upon  growth.  Irma  Adelman,  for  example,  has  suggested  that  the 
mathematical  symbol  “Ut”  be  used  to  represent  “the  entire  social, 
cultural,  and  institutional  complex  of  society.”  The  “form  of  the 
equation  governing  the  rate  of  social  and  cultural  change,”  Professor 
Adelman  adds,  however,  “cannot  be  specified  without  a  complete 
theory  of  the  historical  process  ...  a  staggering  requirement  in¬ 
deed.”  Indeed.  Walt  W.  Rostow  has  also  attempted  to  provide  a 
link  between  long-  and  short-period  factors.  But  he  readily  acknowl¬ 
edges  that  this  “multiplies  vastly  the  number  of  variables  and 
reduces  the  possibilities  for  strict  theoretical  statement.”  Other 
leading  economists  agree  with  this  assessment.  None  of  the  numer¬ 
ous  factors  pertinent  to  growth,  Evsey  Domar  has  written,  “could 
properly  be  taken  as  an  independent  variable,  and  the  required 
system  of  simultaneous  relationships,  whether  expressed  in  symbols 
or  in  words,  would  be  impossibly  complex  and  probably  useless.” 
So  vastly  ambitious  an  objective  as  a  general  theory  of  growth, 
Simon  Kuznets  has  said,  may  be  “forever  beyond  reach.”  What 
may  forever  abort  the  attainment  of  a  general  theory  is  the  distinct 
possibility  that  the  common  features  of  growth  combine  in  ways  that 
are  significantly  determined  by  the  unique  historical  experiences 
of  the  nation  in  which  they  occur. 

The  inference  is  clear  that  the  more  rigorous  the  model,  the 
higher  its  degree  of  technical  success  may  be,  but  the  greater  its 
inability  to  explain  growth.  Such  a  model  necessarily  omits  too 
many  of  the  significant  causes  of  growth.  While  supplying  a  tech¬ 
nique  for  precise  analysis  of  part  of  the  problem,  it  leaves  us 
wondering  about  the  whole.  It  follows  that  an  inquiry  into  the  causal 
origins  of  growth  ought  not  to  commence  with  a  highly  generalized, 
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highly  abstract  model  to  frame  the  analysis.  To  force  a  translation 
of  qualitative  factors  into  the  language  of  numbers  is  to  guide  us  to 
reality  in  the  way  of  parody.  To  apply  formal  economic  analysis  to 
the  complexities  of  long-run  change  is  to  invite  the  rigor  of  rigor 
mortis. 

On  the  other  hand,  to  proceed  without  the  guidance  of  any 
hypothesis  at  all  is  impossible.  A  leading  historiographical  tra¬ 
dition,  it  is  true,  would  deny  this  statement  of  necessity  and  place 
its  emphasis  upon  the  uniqueness  of  particular  events.  Admittedly, 
there  is  a  fundamental  sense  in  which  the  emphasis  is  not  mistaken. 
To  every  event  there  belongs  a  temporal  singularity,  a  contextual 
particularity,  and  it  is  because  of  this  that  all  historical  being 
possesses  a  quality  of  never-quite-the-sameness.  But  it  is  equally 
true  that  the  essence  of  a  thing  is  not  altogether  its  separateness. 
There  is  essential  sharedness  as  well  as  essential  singularity,  and  if 
this  were  not  so,  all  experience  were  a  succession  of  differentiated 
particulars,  without  meaning  because  nothing  would  be  recogniz¬ 
able.  “No  man  is  an  island,”  said  John  Donne;  nor  is  any  thing. 

Because  all  things  possess  characteristics  that  are  similar  to  some 
other  things,  it  is  possible  to  group  these  similarities  and  bestow 
upon  them  a  name  that  marks  them  off  from  groups  sharing  other 
characteristics.  This  name  is  a  concept.  Its  nature  is  general  rather 
than  particular;  the  name  “chair,”  for  example,  denotes  those  com¬ 
mon  qualities  which  make  for  “chaimess”  rather  than  those  quali¬ 
ties  which  describe  a  particular  chair.  And,  as  Plato  knew,  we  are 
able  to  recognize  a  chair  only  because  it  shares  in  the  characteristics 
essential  to  the  concept. 

It  is  in  this  equally  fundamental  sense  that  not  only  historical 
research  but  all  thought  must  begin  not  with  the  particular  but 
with  the  general.  Concepts  must  precede  percepts.  Investigation 
begins  with  a  problem  (or  problems)  to  be  solved.  Was  there 
democracy  in  the  colonial  period?  Did  commercial  banking  exist? 
Did  economic  growth  take  place?  There  can  be  no  gathering  of 
evidence  to  answer  these  questions  without  a  preliminary  under- 
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standing  of  the  nature  of  the  concepts.  To  be  sure,  the  evidence 
may  lead  us  to  reformulate  an  inadequate  concept,  in  the  way,  for 
example,  that  Bernard  Bailyn  was  obliged  to  recast  a  faulty  con¬ 
cept  of  education  in  the  course  of  his  investigation  of  the  educa¬ 
tional  experience  of  the  colonial  period.  But  it  remains  true,  as 
Morris  R.  Cohen  once  expressed  it,  that  “Without  an  anticipatory 
idea  or  hypothesis  we  do  not  know  what  specific  facts  to  look  for 
and  cannot  recognize  what  is  relevant  to  the  inquiry.” 

Some  devotees  of  historical  tradition  would  counter  with  the 
claim  that  while  they  make  use  of  concepts,  they  do  not  employ 
hypotheses,  preferring  to  present  a  simple  narrative  in  which  the 
facts  are  permitted  to  speak  for  themselves.  But  facts  must  be 
chosen  before  they  can  speak.  The  records  of  the  past  contain  great 
multitudes  of  facts,  but  historians  give  voice  only  to  those  they 
consider  to  be  of  interest  or  importance.  Even  within  the  compass 
of  a  subject  found  interesting  or  important,  a  constant  process  of 
selection  is  ordinarily  required  to  weed  the  rank  growth  of  avail¬ 
able  facts.  Some  of  them  “matter”  and  others  do  not.  Those  that 
do  are  judged  to  relate  in  some  significant  way  to  the  phenomenon 
under  investigation,  helping,  for  example,  to  “explain”  it.  But 
relations  are  never  perceived;  they  are  conceived.  The  historian 
perceives  only  sequences;  it  is  his  mind  rather  than  his  eye  that 
determines  how  the  facts  are  related  to  each  other.  In  a  word,  the 
criteria  by  which  he  selects  some  facts  and  rejects  others  as  irrele¬ 
vant  are  not  inherent  in  the  data;  they  are  supplied  by  the  historian. 
In  every  historical  narrative,  therefore,  the  beads  of  fact  are  strung 
on  threads  of  hypothesis  that  vary  in  their  degree  of  visibility. 

While  thus  in  history  as  in  economics  a  scaffolding  of  hypoth¬ 
esis  must  frame  the  ultimate  structure,  too  great  a  degree  of 
rigidity  or  elaboration  risks  distortion  or  omission  of  significant 
structural  elements.  An  intermediate  position  between  imputed 
universality  and  untotalizable  fact,  between  the  embrace  of 
mechanics  and  what  Thomas  C.  Cochran  has  well  called  the 
“tyranny  of  persuasive  rhetoric,”  therefore  seems  appropriate.  This 
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seems  to  me  best  provided  by  Simon  Kuznets’  hypothesis  that  the 
modern  economic  growth  of  the  past  two  centuries  has  been  the 
product  of  industrialization. 

It  is  true  that  some  countries — for  example,  New  Zealand  and 
Argentina — have  relied  upon  sales  of  agricultural  or  pastoral  sur¬ 
pluses  in  world  markets  to  raise  their  people’s  levels  of  living. 
Others,  such  as  Australia  and  the  United  States,  were  once  so-called 
“empty”  countries  permitting  both  increasing  population  and  wel¬ 
fare  even  before  the  advent  of  industrialization.  Yet  the  generaliza¬ 
tion  appears  valid  that  substantial  and  sustained  increases  in  both 
population  and  output  per  capita  have  required  the  process  of 
industrialization,  the  application  of  science  and  technology  to 
problems  of  production.  “The  predominant  problem  of  economic 
growth  in  our  day,”  Bert  Hoselitz  has  recently  written,  “is  the  over¬ 
coming  of  economic  stagnation,  which  normally  takes  place  through 
a  process  of  industrialization.”  Both  directly  and  indirectly  indus¬ 
trialization  has  been  the  source  of  numerous  gains  in  productivity 
which  have  not  accrued  to  the  same  degree  in  its  absence,  and 
these  larger  gains  have  made  for  higher  and  more  sustained  levels 
of  growth  than  the  lesser  ones  associated  with  preindustrial  change. 
A  quick  preliminary  look  at  American  experience  will  serve  to 
identify  some  of  the  sources  of  these  gains. 

Perhaps  above  all,  industry  afforded  far  greater  scope  than  any 
other  economic  sector  for  the  efficiencies  generated  by  continued 
technological  progress.  Improved  transport  itself,  it  should  be 
stressed,  owed  much  to  the  presence  and  growth  of  the  industrial 
sector,  and  to  some  extent,  at  least,  the  same  was  true  of  agri¬ 
culture.  Industrialization  contributed  to  the  growth  of  occupational 
specialization  and  joined  hands  with  transport  improvements  to 
make  possible  a  greater  degree  of  specialization  of  economic 
sectors  and  geographic  regions.  It  permitted  economies  of  scale, 
and  generated  external  economies:  as  unit  costs  of  production  fell, 
a  reduction  in  product  prices  brought  “external”  economies  to  other 
producers  using  those  products.  Nor  is  this  all.  In  conjunction,  once 
again,  with  improved  mechanisms  of  transport,  it  quickened  the 
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pace  of  urbanization,  and  this,  in  turn,  quickened  that  exchange  of 
ideas  which  is  so  favorable  to  innovation.  By  helping  to  create  t 
numerous  occupational  opportunities,  industrialization  also  in¬ 
creased  the  means  by  which  individuals  might  move  from  one 
level  of  income  and  status  to  another;  and  the  increased  vertical 
mobility  of  society  that  resulted — an  increase  to  which  other 
factors  to  be  discussed  also  contributed — generated  competitive 
pressures,  enhanced  by  urban  living,  to  work  hard  and  save. 
Finally,  through  its  impact  upon  transportation,  urbanization,  social 
structure,  and  occupational  opportunity,  industrialization  helped 
spread  throughout  American  society  values  favorable  to  growth. 

In  a  word,  it  both  sharpened  incentives  and  multiplied  the  means 
of  achieving  greater  efficiency  in  productive  effort.  It  did  not  do 
these  things  alone  or  with  results  capable  of  precise  statement  in 
quantitative  terms.  But  it  made  for  a  causal  difference  that  is 
grossly  visible  in  any  comparison  between  the  America  of  1740  and 
that  of  1840. 

This  method  of  comparison — of  early  America  with  later  Amer¬ 
ica,  of  American  experience  with  that  of  other  nations — makes 
it  possible  to  conduct  a  causal  inquiry  by  affording  a  means  of 
coping  with  what  would  otherwise  be  the  nearly  illimitable  tyranny 
of  conditions  necessary  to  economic  growth.  There  is  a  funda¬ 
mental  sense  in  which  it  will  always  be  true  that  each  necessary 
condition  is,  in  the  words  of  John  Stuart  Mill,  “equally  indispensa¬ 
ble  to  the  production  of  the  consequent.”  By  definition,  a  necessary 
condition  is  precisely  that.  We  accord  primacy  as  precipitant  to 
the  spark,  but  without  the  powder,  its  dry  condition,  the  smallness 
of  the  space  in  which  it  is  confined,  atmospheric  conditions,  and 
so  on,  there  would  be  no  explosion.  And,  strictly  speaking,  this 
only  begins  the  matter.  What  conditions  necessarily  anteceded  the 
production  of  the  spark,  of  the  powder,  of  the  smallness  of  the 
space,  and  so  on?  And  what  conditions,  in  turn,  preceded  these? 
The  conditions  of  any  event,  even  a  relatively  simple  one  like  an 
explosion,  must  beat  their  way  back  into  the  past  via  a  process 
of  “infinite”  regression  until  they  disappear  in  the  mists  of  the  un- 
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knowable — unless,  like  Aquinas,  one  can  persuade  himself  that  an 
uncaused  first  cause  is  the  necessary  condition  to  all  subsequent 
causation. 

True  as  these  ancient  reflections  are,  they  contribute  little  to 
the  solution  of  human  problems.  It  helps  little  to  realize  that  every¬ 
thing  is  the  cause  of  everything  else,  that  a  nearly  illimitable  num¬ 
ber  of  conditions  is  equally  important  not  only  for  the  production  of 
one  event  but  also  of  every  other  event.  Some  method  of  delimiting 
the  problem  of  causal  inquiry  is  clearly  useful,  and  as  R.  M. 
Maclver  suggests,  “the  basic  method  is  a  form  of  the  method  of 
comparison,  the  successive  analysis  of  comparable  situations  in 
order  to  demarcate  our  phenomenon  and  to  segregate  the  particu¬ 
lar  complex  of  things  to  which  it  immediately  belongs.” 

Applied  to  the  problem  at  hand,  the  method  of  comparison  per¬ 
mits  us  to  look  out  over  the  history  of  the  past  two  centuries  and 
observe  that  some  nations  experienced  rapid  economic  growth 
while  others  did  not.  The  question  immediately  arises:  what  ex¬ 
plains  this?  What  did  the  growing  countries  have  that  was  lacking, 
or  present  in  less  significant  amounts,  in  those  that  grew  less 
rapidly?  And  the  answer  seems  clearly  to  be:  industry,  together 
with  a  constellation  of  conditions  that  made  it  possible.  Not  only 
in  the  United  States  before  the  early  decades  of  the  nineteenth 
century,  but  also  in  the  case  of  Great  Britain  before  roughly  the 
1760’s  (although  the  British  case  is  disputed),  of  France  before 
the  1830’s,  Germany  before  the  1850’s,  Russia  before  the  1890’s, 
Turkey  before  the  1930’s,  and  so  on,  rates  of  growth  were  slow 
before  the  pace  of  industrial  development  began  to  accelerate. 

If,  then,  industrialization  is  properly  to  be  associated  with  rapid 
and  sustained  economic  growth,  the  further  question  arises:  what 
conditions  were  necessary  to  industrialization  and  sufficient  to 
explain  its  advent?  Once  again  comparative  analysis,  a  search  this 
time  for  features  common  to  the  experience  of  industrializing 
countries,  suggests  the  answer.  In  all  cases  industrialization  de¬ 
pended  on  the  necessary  condition  of  continuous  technical  progress 
and,  underlying  that,  a  series  of  new  scientific  discoveries.  Yet 
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science  and  technology  were  necessary  conditions,  not  sufficient  / 
ones.  Industrialization  also  required  both  physical  and  human 
capital,  entrepreneurial  skills  and  incentives,  the  willingness  and 
ability  of  businessmen  and  workingmen  to  adopt  new  machines 
and  processes,  and  the  existence  of  markets  to  absorb  their  output  1 
at  prices  sufficient  to  cover  the  production  costs  of  marginal  pro¬ 
ducers.  These  requirements,  combined  with  the  necessary  condition 
of  increased  technological  knowledge,  constituted  the  sufficient 
condition  for  industrialization  and,  hence,  of  modern  economic 
growth. 

The  task  before  us,  then,  is  not  that  of  tracing  the  origins  of 
industrialism  to  its  remote  beginnings  and  finding  the  paths  by 
which  it  spread  from  one  country  to  another  in  recent  history.  It 
is  that  of  tracing  the  historical  emergence  of  its  necessary  and  \  f 
sufficient  conditions  in  the  United  States.  What  aided  and  what  f 
inhibited  the  emergence  of  those  conditions?  In  what  attitudes  and 
values,  institutions,  processes  and  events,  did  they  have  their  roots? 
Our  enquiry,  it  is  necessary  to  add,  can  by  no  means  be  confined 
to  economic  phenomena  alone  but  must  range  among  political, 
social,  and  cultural  sources  of  change  as  well.  While  the  contribu¬ 
tion  of  industrialization  to  those  increases  in  productivity  that  made 
for  growth  was  greater  than  that  of  any  other  constellation  of 
conditions,  this  contribution  implicated  numerous  processes  of 
social  change  as  both  cause  and  effect.  A  causal  enquiry  into  social 
phenomena  may  safely  ignore  many  effects  but  not  all  of  them. 
Some  bend  backward,  as  it  were,  to  enter  the  causal  complex  at  a 
later  stage  of  its  development,  and  thus  they  become  pertinent  to 
the  enquiry.  What  these  are,  we  shall  see  in  the  chapters  ahead. 


II 


The  Dependent  Years:  I 


The  Question  of  Colonial  Economic  Growth 

In  his  recent  testimony  before  the  Joint  Economic  Committee  of 
Congress,  Raymond  W.  Goldsmith  made  some  observations  con¬ 
cerning  early  American  economic  growth  that  not  only  deserve  to 
be  taken  into  consideration  in  any  discussion  of  the  subject  but 
also  form  a  convenient  point  of  departure  for  the  present  one. 
Goldsmith  raises  a  basic  question:  is  it  possible  for  the  economy 
to  have  grown  at  the  same  rate  in  its  earlier  years  as  that  at  which 
it  has  grown  since  the  significant  beginnings  of  industrialization? 
Apparently  placing  these  beginnings  in  the  late  1830’s,  Goldsmith 
calculates  that  in  the  120  years  between  1839  and  1959  the  average 
annual  rate  of  growth  in  gross  national  product  per  head  amounted 
to  1%  per  cent.  He  thinks  it  extremely  unlikely  this  rate  obtained 
much  before  1839.  The  assumption  that  it  did,  he  points  out,  im¬ 
plies  a  halving  of  national  income  every  43  years,  with  devastating 
consequences  for  average  income  per  person.  Estimating  the  latter 
at  about  $400  (in  present  valuation)  in  1839,  he  shows  the  arith¬ 
metic  necessity  of  it  being  about  $145  in  1776,  $80  in  1739,  and 
less  than  $30  in  1676.  Income  at  such  levels,  he  argues,  even 
under  the  simpler  conditions  of  colonial  America,  is  too  low  to 
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have  sustained  life.  At  present  prices  for  individual  commodities, 
he  doubts  that  an  income  below  $200  would  have  been  sufficient 
even  in  the  early  eighteenth  century.  Colonial  incomes  must  there¬ 
fore  have  been  higher,  and  if  they  were,  the  rate  of  growth  must 
have  been  smaller  than  1%  per  cent.  Goldsmith  questions  whether 
it  was  as  much  as  1  percent  in  any  fifty-year  period  before  1839. 

By  a  process  of  logical  inference  Goldsmith  thus  reaches  two 
conclusions:  that  average  income  was  not  impossibly  low  during 
the  colonial  period,  and  that  its  rate  of  growth  was  comparatively 
slow.  He  believes  that  industrialization  and  the  advent  of  the  rail¬ 
roads  sharply  accelerated  the  rate  “not  very  long  before”  1839. 
Now  it  may  be  debated  whether  a  sudden  acceleration  or  “take¬ 
off”  in  the  level  of  income  occurred  in  the  1830’s,  or  whether  the 
process  of  growth  described  a  more  gradual  cumulative  rise  be¬ 
ginning  sometime  in  the  eighteenth  century.  But  it  seems  to  me  that 
the  weight  of  probability  must  fall,  with  reservations  to  be  noted,  on 
the  side  of  Goldsmith’s  two  conclusions.  It  is  unlikely  that  the 
probability  can  ever  be  converted  into  certainty,  for  the  surviving 
evidence  is  likely  to  remain  too  scantily  quantitative  to  specify 
income  sizes  and  rates  of  change. 

Other  obstacles  also  make  it  difficult  to  cope  with  questions 
concerning  income  and  growth  in  the  colonial  period.  Perhaps  the 
most  important  of  these  is  that  indices  of  national  income  are 
unable  to  provide  for  the  value  of  economic  activities  that  bulked 
large  in  early  America,  as  they  do  in  other  undeveloped  economies. 
Especially  important  in  this  connection  are  goods  made  in  house¬ 
holds  for  family  use  rather  than  for  sale,  and  the  value  of  barter 
exchange.  Indeed,  the  values  it  is  possible  to  assign  manufacturing 
and  exchange  undertaken  in  a  later  period  when  both  are  market- 
oriented  and  expressed  in  monetary  terms,  necessarily  makes  it 
appear  that  income  for  that  period,  and  hence  its  rate  of  growth, 
is  higher  than  in  fact  it  is.  Thus  Goldsmith’s  minimal  estimate  of 
the  colonial  growth  rate  is  probably  somewhat  low  and  the  specified 
rate  of  its  later  acceleration  somewhat  high.  If  so,  the  resulting 
narrower  gap  between  them  would  make  for  a  smoother,  more 
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gradual  process  of  growth  rather  than  one  of  abrupt  transition 
from  preindustrial  to  industrial  conditions. 

This  probability  is  also  strengthened  by  another  consideration. 
It  seems  clear  that  comfortable  standards  of  living  in  the  colonial 
period  were  compatible  with  cash  incomes  of  surprisingly  small 
size.  “We  live  here  very  plentifully  without  money,”  said  William 
Fitzhugh  of  Virginia  in  the  last  quarter  of  the  seventeenth  century. 
And  if  we  accept  the  validity  of  the  following  remarks  made  by  a 
South  Carolina  backwoods  farmer,  it  will  be  evident  how  little  cash 
was  required  by  rural  people  even  in  the  early  nineteenth  century: 

At  this  time,  my  farm  gave  me  and  my  whole  family  a  good  living 
on  the  produce  of  it;  and  left  me,  one  year  with  another,  one  hundred 
and  fifty  silver  dollars,  for  I  never  spent  more  than  ten  dollars  a  year, 
which  was  for  salt,  nails  and  the  like.  Nothing  to  wear,  eat  or  drink, 
was  purchased,  as  my  farm  provided  all.  With  this  saving,  I  put  money 
to  interest,  bought  cattle,  fatted  and  sold  them,  and  made  great  profit.1 

Now  there  may  well  be  in  this  account  some  element  of  exaggera¬ 
tion,  for  the  Carolina  farmer  goes  on  to  deplore,  in  this  com¬ 
munication  to  a  newspaper,  changes  from  the  old  frugal  ways 
which  now  require  him  to  open  his  purse  for  such  extravagances 
as  gauze,  “ribands,”  silk,  tea,  and  sugar!  But  we  shall  see  how 
widespread  was  the  possibility  of  such  a  standard  of  living  as  he 
describes. 

Colonial  Economic  Expansion 

Such  statistical  remains  as  have  survived  the  colonial  period 
strongly  indicate  a  remarkable  and  almost  continuous  expansion 
of  population  (Table  I),  urbanization  (Table  II),  westward  move¬ 
ment,  agricultural  production,  foreign  trade,  and  shipping.  The 
figures  for  population  and  urbanization  are  rough  estimates,  the 
latter  especially  so.  Those  for  population  suggest,  particularly 
clearly  in  the  eighteenth  century,  the  oft-noted  tendency  for  popu- 

1  Quoted  in  Lewis  C.  Gray,  History  of  Agriculture  in  the  Southern  United 
States  to  1860  (Gloucester,  Mass.,  1958),  I,  452.  Italics  supplied. 


Table  I 

Estimated  Population  of  the  Original  Thirteen  Colonies  by  Regions,  1630-17701 

(White  and  Negro) 
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lation  approximately  to  double  every  20-25  years,  a  trend  that  is 
marked  after  1660.  They  also  exhibit  the  tendency  of  the  southern 
colonies,  from  Maryland  to  Georgia,  to  grow  more  rapidly  than 
those  of  New  England  after  the  close  of  the  seventeenth  century. 
Increasing  numbers  of  Negro  slaves  explain  the  phenomenon.  Rel¬ 
atively  few  before  about  1680,  their  subsequent  increase  was  so 
rapid  that  in  1770  they  formed  40  percent  of  the  population  of 
the  five  original  southern  colonies.  In  any  estimate  of  national 
income  they  would  constitute  one  of  the  forms  of  capital. 

The  evidence  concerning  commodities  and  shipping,  con¬ 
veniently  available  in  Historical  Statistics  of  the  United  States,2 
pertains  in  the  main  to  the  eighteenth  century.  One  exception  is 
tobacco:  in  1616  England  received  merely  25,000  pounds  from 
America.  By  1688  exports  to  Great  Britain  amounted  to  more 
than  28  million  pounds,  a  figure  which  rose  in  1771  to  a  high  of 
105  million.  Not  surprisingly,  in  1770  the  value  of  tobacco  among 
total  American  exports  to  all  destinations  was  nearly  double  that 
of  bread  and  flour,  with  fish,  rice,  indigo,  and  wheat  following  in 
order  of  importance  among  articles  valued  at  <£.  100,000  sterling, 
or  more. 

Among  eighteenth-century  data  are  those  for  rice,  which  reveal 
an  eight-fold  increase  in  quantity  exported  from  Charleston  to 
Great  Britain  between  1725  and  1774.  Data  available  on  other 
exports,  some  of  them  identified  with  particular  ports  of  origin, 
inform  us  for  varying  periods  of  time  of  the  quantities  or  values 
of  such  items  as  whale  oil,  timber  and  timber  products,  pitch,  tar, 
and  turpentine,  furs,  silk  (South  Carolina  and  Georgia),  iron  in 
pigs,  bars,  and  castings,  and  a  few  wrought-iron  products  (anchors, 
scythes,  and  axes).  In  1775  the  value  of  all  colonial  exports  to 
England  was  about  seven  times  that  of  1697.  The  outgoing  ton¬ 
nage  of  major  ports  also  increased.  Boston’s  doubled  between 
1714-17  and  1772,  New  York’s  almost  doubled  between  1715-18 
and  1754,  Charleston’s  rose  one  and  one-half  times  between  1731 

2U.S.  Bureau  of  the  Census,  Historical  Statistics  of  the  United  States, 
Colonial  Times  to  1957  (Washington,  D.  C.,  1960). 
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and  1772,  and  that  of  Philadelphia  more  than  tripled  between 
1730—34  and  1770—74.  In  1772  domestic  production  of  iron 
totalled  27,600  tons,  of  which  8,213  were  exported  and  the  re¬ 
maining  19,387  consumed  directly  in  the  form  of  cast-iron  products 
or  goods  finished  from  pig  and  bar  iron.  Most  commercial  manu¬ 
facturing  was  closely  articulated  with  the  needs  of  foreign  trade, 
consisting  of  naval  stores  manufactories,  ropewalks,  canvas  and 
sailmaking  shops,  sugar  and  salt  refineries,  anchor  and  chain  forges, 
cooperage  establishments,  lumberyards,  breweries  and  distilleries, 
gristmills,  blacksmiths,  shoe  and  carpenter  shops,  cargo  ware¬ 
houses,  and  shipbuilding  yards. 

The  essential  question  is  whether  this  considerable  economic 
expansion  is  equivalent  to  economic  growth.  Did  output  per  unit 
of  labor  input  rise  so  that  the  amount  of  goods  available  per 
person  also  rose,  thus  permitting  rising  standards  of  living  for  the 
whole  society?  Or  was  the  economic  expansion  the  product  of  an 
increasing  population?  While  a  definitive  answer  to  these  questions 
seems  to  me  impossible  I  suggest  the  hypothesis  that  some  increase 
in  output  per  person  did  occur  :  what  gave  rise  to  it  were  produc¬ 
tivity  gains  deriving  from  a  favorable  land-man  ratio,  and  from 
increased  capital  in  the  form  of  slaves.  It  is  also  probable  that  the 
pull  of  expanding  foreign  markets  on  subsistence  agriculture,  by 
reducing  unemployed  or  underemployed  resources,  also  contributed 
to  growth.  Nor  must  one  rule  out  the  possibility  that  some  con¬ 
tribution  began  to  be  made  by  the  apparent  increase  in  the  amount 
of  industrial  production  in  the  later  eighteenth  century.  Because  of 
obstacles  to  capital  formation  and  technical  efficiency  that  will  be 
discussed  later,  much  of  the  increase  in  total  output  seems  to  me 
attributable  to  population  increase.  The  net  effect,  then,  was  this: 
while  “average  output  per  capita”  rose,  in  general  it  rose  slowly 
and  not  by  very  much.  This  is  a  consequence  quite  compatible  with 
evidence  of  significantly  rising  standards  of  living  among  some 
parts  of  the  population.  In  part,  my  thesis  wifi  be  that  these  people 
were  relatively  few  in  number,  that  their  own  higher  standards  of 
living  represented  consumption  preferences  which,  by  reducing  the 
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rate  of  capital  formation,  kept  both  their  own  and  society’s  stand¬ 
ards  from  rising  even  higher  and  more  rapidly,  and  that  for  most 
people,  including  them,  resources  were  significantly  underemployed. 

Land 

Given  the  overwhelmingly  agricultural  character  of  the  colonial 
economy,  it  is  clear  that  land  (natural  resources)  formed  by  far 
the  most  important  constituent  of  capital.  But  not  raw  land,  not 
unimproved  land.  The  quantity  and  quality  of  natural  resources 
depend  not  alone  upon  nature  but  upon  man  as  well.  Scanty 
resources  did  not  prevent  the  Venetians  from  playing  a  dynamic 
role  in  the  economic  development  of  Europe  from  the  twelfth  to 
the  seventeenth  centuries,  nor  tiny  Holland  from  surging  to  the 
forefront  of  “capitalist”  development  in  the  seventeenth  century. 
The  resources  of  the  United  States  support  at  unprecedentedly  high 
levels  of  living  a  mid-twentieth-century  population  that  presses 
the  two  hundred  million  mark.  Prior  to  the  arrival  of  the  Euro¬ 
peans,  these  resources  supported  something  fewer  than  one  mil¬ 
lion  natives,  and  far  less  well.  And  the  early  years  of  Virginia  are 
marked  by  a  bitter  struggle  to  obtain  a  dependable  supply  of 
food:  by  January  of  the  second  year  of  settlement  at  Jamestown,  67 
of  the  original  105  colonists  were  dead  of  disease  and  malnutrition. 
Resources,  in  a  word,  belong  as  much  among  the  consequences 
of  economic  growth  as  among  its  causes. 

“Knowledge,”  the  eminent  English  nineteenth-century  economist 
Alfred  Marshall  wrote,  “is  our  most  powerful  engine  of  produc¬ 
tion;  it  enables  us  to  subdue  Nature  and  force  her  to  satisfy  our 
wants.”  Once  the  Virginians,  and  colonists  elsewhere  as  well,  had 
learned  from  the  Indians  how  to  plant  maize,  once  they  had  de¬ 
termined  the  fitness  and  limitations  of  the  country  for  various 
crops,  they  had  begun  to  accumulate  their  first  capital:  a  store  of 
experience  that  would  make  their  pathway  easier  in  the  future. 
Only  then  could  the  land  and  its  resources  begin  to  affect  their 
welfare.  To  understand  the  relationship  between  land  and  colonial 
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standards  of  living  requires  an  examination  of  two  problems:  (1) 
/  to  what  extent  land  was  available  to  the  settlers,  and  (2)  what 
disposition  they  made  of  its  product. 

Motivated  by  a  desire  to  promote  British  trade,  reward  political 
favorites,  discharge  debt,  and  rid  the  nation  of  its  “surplus”  popu¬ 
lation,  the  British  Crown  made  vast  grants  of  land  in  the  American 
wilderness  to  trading  corporations  and  private  individuals.  It  is 
this  fact,  in  addition  to  the  early  utopian  ideals  of  some  of  the 
grantees  and  the  systems  of  land  tenure  both  numerous  and  com¬ 
plex,  that  explains  the  wide  discrepancies  found  in  the  sizes  of 
individual  holdings.  These  range  from  the  early  Virginia  headright 
of  50  acres  to  the  47  million  acres  granted  William  Penn,  from  the 
generally  small  farms  of  New  England  to  the  great  manors  of 
Maryland  and  the  Carolinas.  The  degree  of  equality  in  land  owner¬ 
ship  was  indeed,  observes  the  leading  authority,  Marshall  Harris, 
“far  from  perfect.” 

It  came  closest  to  perfection”  under  the  New  England  town 
system.  Here  lands  that  had  been  granted  initially  by  the  General 
Court  to  a  group  of  settlers  to  permit  the  seating  of  a  new  town, 
were  subsequently  divided  after  1635  by  the  towns  themselves  into 
home  lots.  Some  of  these  lots  were  as  small  as  one-quarter  acre, 
others  as  large  as  22  acres.  New  England  was  a  land  of  small 
proprietorships  and  family  farms,  and  nowhere  was  there  to  be 
found  the  extensive  manors  or  plantations  of  the  middle  and  south¬ 
ern  colonies.  In  the  latter  colonies  small  farms  alternated  with  large 
estates,  a  consequence  not  so  much  of  the  original  headright  system 
as  of  the  system  of  land  disposal  by  sale,  which  paved  the  way  for 
widespread  speculation  and  engrossment.  Indeed,  by  1782  Robert 
Morris  could  say  to  the  Continental  Congress: 

Yet  a  large  proportion  of  America  is  the  property  of  great  landholders, 
they  monopolize  it  without  cultivation,  they  are  (for  the  most  part) 
at  no  expence  either  of  money  or  personal  service  to  defend  it,  and 
keeping  the  price  higher  by  monopoly  than  otherwise  it  would  be  they 
impede  the  settlement  and  Culture  [cultivation]  of  the  Country.3 

3  Journals  of  the  Continental  Congress,  1774-1789,  ed.  Gaillard  Hunt 
(Washington,  D.  C.,  1914),  XXII,  429-47.  Letter  dated  July  29. 
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Despite  the  existence  of  wide  inequality  in  the  sizes  of  holdings 
and  of  some  leasehold  tenures  in  all  the  colonies,  it  seems  that  rel¬ 
atively  few  people  who  wished  land  were  unable  to  obtain  it.  Under 
the  headright  system,  according  to  Harris,  land  ownership  was  not 
denied  any  person  because  of  race,  creed,  or  previous  economic  or 
social  condition.  Under  the  sale  system,  which  soon  replaced  head- 
righting  in  most  places  save  New  England,  prices  varied  from 
time  to  time  and  place  to  place.  Harris  does  find,  however,  a  “dis¬ 
tinct  long-term  rising  trend”  in  the  price  of  raw  land.  Lewis  C.  Gray 
concludes  that  most  of  the  available  “good”  land  in  the  southern 
colonies  had  been  taken  up  by  the  time  of  the  Revolution.  In 
Maryland,  Clarence  P.  Gould  finds  that  between  1720  and  1730 
prices  appear  to  have  averaged  about  five  shillings  per  acre;  be¬ 
tween  1763  and  1765  “medium”  land  brought  approximately  £  1 
an  acre,  with  more  desirable  offerings  commanding  from  £  2  to  £ 
3.  It  is  possible  that  to  some  extent  these  increases  participated  in  a 
secular  price  rise  which  Arthur  H.  Cole  and  others  have  traced  in 
various  commodities  from  1720  to  the  end  of  the  Revolutionary 
period.  The  scantiness  of  surviving  statistics,  uncertainty  about 
their  comparability,  and  the  great  length  of  the  period  to  which 
they  relate  make  generalization  extremely  precarious.  But  Harris 
ventures  the  judgment  that  the  price  of  land  was  “not  too  high  for 
the  settler.” 

On  the  whole  this  seems  a  reasonable  conclusion.  The  demand 
for  settlers  far  exceeded  the  supply.  The  interests  of  imperial  trade 
required  colonists  to  provide  raw  materials  and  to  buy  finished 
goods.  The  gains  of  proprietors  depended  upon  their  ability  to  * 
dispose  of  their  land  grants.  Individual  colonies  competed  with 
each  other  for  emigrants  in  order  to  provide  a  widened  tax  base 
for  essential  community  services  and  protection  at  the  frontiers 
against  the  French,  Spanish,  and  Indians.  Easy  attitudes  toward 
squatting,  gifts  of  land,  sales  with  payments  deferred — all  bespoke 
the  need  for  people.  And  bespoke,  too,  the  other  half  of  the  equa¬ 
tion — the  existence  of  a  vast  domain.  Fundamentally,  it  was  the 
favorable  land-man  ratio  that  made  possible  in  all  the  colonies  a 
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wide  distribution  of  individually  owned  and  privately  operated 
farms. 

The  produce  which  nature  returns  to  the  work  of  man,  Alfred 
Marshall  once  wrote,  is  her  effective  demand  for  population.  If 
we  place  the  land-man  ratio  in  the  light  of  Marshall’s  observation, 
we  may  see  more  clearly  its  pertinence  to  colonial  welfare.  The 
population  supply  was  far  less  than  nature’s  demand  for  people, 
and  she  treated  them  well.  It  was  a  situation  in  which  the  erosive 
power  of  diminishing  returns  might  indefinitely  be  postponed.  Let 
us  put  the  minimum  case:  families  on  the  land  are  unlikely  to  have 
starved.  While  this  question  will  be  examined  later  in  somewhat 
more  detail,  it  is  pertinent  here  to  cite  the  judgment  of  Carl 
Bridenbaugh  that  pauperism  in  the  “more  rural  communities  [was] 
almost  nonexistent”  in  the  seventeenth  century.  How  small  it  must 
have  been  for  the  population  as  a  whole  throughout  the  colonial 
years  is  evident  from  the  fact  that  even  at  their  end  scarcely  one 
person  in  ten  lived  in  a  city. 


Production  for  Subsistence  and  for  Markets 

Granted  the  widespread  ownership  of  landed  capital  in  colonial 
America,  we  have  now  to  determine  the  nature  of  that  capital. 
Was  it  producer’s  capital,  which  farmers  used  to  raise  market 
crops,  or  was  it  a  kind  of  consumer’s  capital,  employed  for  family 
sustenance  rather  than  for  purposes  of  sale?  How  high  levels  of 
living  rose  above  subsistence  depended  upon  the  extent  to  which 
rural  families  were  able  to  raise  an  agricultural  surplus  and  ex¬ 
change  it  for  manufactured  goods.  The  question,  then,  is  this:  to 
what  extent  were  farm  families  self-sufficient,  and  to  what  extent 
were  they  linked  to  a  market  economy?  Self-sufficiency,  it  should 
be  made  clear,  usually  had  a  dual  aspect.  It  entailed  not  only  pro¬ 
duction  of  crops  for  family  consumption  rather  than  sale,  but  also 
of  clothing,  utensils,  furniture,  and  other  household  manufactures. 

Complete  self-sufficiency  was  rare.  In  the  main  it  was  only  to 
be  found  in  hilly  and  mountainous  regions,  especially  along  the 
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stony  ridges  of  New  England,  and  on  the  most  inaccessible  reaches 
of  the  frontier.  Farmers  constantly  sought  a  marketable  product, 
not  only  to  exchange  for  such  indispensable  articles  as  ammunition 
and  salt  but  to  better  their  standards  of  living.  Relatively  few  farm 
families  could  have  remained  untouched  by  commercial  inter¬ 
course,  even  if  only  that  of  the  visits  by  wandering  peddlers  to 
remote  hamlets.  Most  of  these  families  were  in  comparatively  easy 
reach  during  the  seventeenth  century,  for  even  at  its  end,  with  the 
main  exceptions  of  farmers  who  had  gone  up  the  Connecticut  and 
Hudson  river  valleys,  settlement  both  North  and  South  was  con¬ 
fined  to  land  within  about  fifty  miles  of  the  coast.  Rivers  like  the 
James,  Potomac,  Delaware,  Hudson,  and  Connecticut  served  as  the 
principal  lines  of  penetration  into  the  interior.  And  in  much  of 
the  South  settlers  along  the  river  courses  could  send  their  produce 
in  flatboats  to  the  coast.  In  the  eighteenth  century  almost  all  of  the 
settled  backcountry  of  South  Carolina  and  Georgia  was  connected 
with  Charleston  and  Savannah  by  inland  navigation  or  by  wagon 
roads. 

The  more  westerly  penetrations  of  the  eighteenth  century  appear 
to  have  included  country  stores.  William  B.  Weeden  mentions  such 
a  store  in  the  “rural  Connecticut”  of  1704.  Gray  speaks  of  “numer¬ 
ous  local  stores”  in  Virginia  and  Maryland  after  settlement  had 
pushed  into  the  Blue  Ridge  Mountains  and  entered  the  Valley  of 
Virginia.  Many  had  been  established  by  Scottish  and  other  outport 
merchants  who  entered  the  backcountry  when  they  discovered 
that  the  Tidewater  tobacco  business  was  largely  in  the  hands  of 
London  merchants.  The  “few  small  local  stores”  that  grew  up  in 
various  parts  of  South  Carolina  in  the  eighteenth  century  were 
branches  of  Charleston  firms  or  acted  as  agencies  for  Charleston 
merchants,  selling  imported  commodities  to  the  planters  in  ex¬ 
change  for  their  crops. 

The  case  of  Jonathan  Trumbull  well  illustrates  the  middleman 
function  of  the  rural  store.  Better  known  as  Connecticut’s  patriot 
governor,  the  Trumbull  of  mid-century  maintained  a  country  store 
at  Lebanon,  where  he  bartered  gunpower  and  flints,  pots  and  pans, 
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looking  glasses,  copies  of  Watts’  Psalms,  and  numerous  other  items 
brought  from  Boston,  for  the  flaxseed,  deerskins,  grain,  furs,  po¬ 
tatoes  and  other  produce  of  the  surrounding  countryside.  How 
small  might  be  the  hamlets  in  which  stores  located  is  illustrated  by 
Colonel  John  May’s  record  of  a  visit  to  the  Ohio  country  in  1789. 
Surprised  by  coming  upon  five  log  cabins  in  a  clearing  of  fifty 
acres,  a  place  called  Mingo  Bottom,  the  Colonel  entered  in  his 
diary:  “Yet  small  as  the  settlement  is,  here  is  a  store,  with  a  very 
good  assortment  of  goods,  to  the  value,  as  I  suppose,  of  £,  1,000.” 

How  far  west  were  these  stores  to  be  found?  What  were  their 
precise  locations  in  relation  to  settlements  and  to  roads  and  rivers 
connecting  with  the  coast?  In  what  numbers  did  they  exist,  and 
what  was  their  scale  of  operations?  If  we  had  answers  to  these 
questions,  we  would  be  able  to  draw  more  meaningful  conclusions 
concerning  the  commercial  impact  of  rural  markets  on  upcountry 
agriculture.  Yet  it  is  surely  reasonable  to  assume  that  no  store¬ 
keeper  could  function  unless  he  were  able  to  transport  country 
produce  to  the  coast  and  manufactured  goods  back  home.  To  the 
extent  that  settlement  moved  away  from  the  rivers  and  main  roads 
it  must  have  moved  to  a  higher  degree  of  compulsory  self-suffi¬ 
ciency.  Thus,  in  referring  to  the  eighteenth-century  Germans  who 
streamed  down  both  sides  of  the  Blue  Ridge  Mountains  into  the 
New  South,  or  southern  half  of  the  Old  West,  Gray  says:  “Both 
their  peasant  training  and  their  remoteness  from  markets  inclined 
them  toward  a  diversified  system  of  farming  involving  a  large  meas¬ 
ure  of  self-sufficiency.” 

The  phrase  “large  measure”  is  the  key  one  here.  It  is  the  measure 
that  matters,  the  degree  of  self-sufficiency.  For  if  complete  isola¬ 
tion  from  all  markets  was  rare,  so  too  was  a  complete  commitment 
to  commercialized  agriculture.  Numerous  specialized  farms  or 
plantations  devoted  large  parts  of  their  resources  to  the  production 
of  one  or  two  crops  for  foreign  markets.  In  this  category  fall  the 
tobacco  farms  and  plantations  of  tidewater  Maryland,  Virginia, 
North  Carolina,  and  Georgia,  and  the  large  grain  farms  of  Penn- 
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sylvania,  western  Maryland,  and  the  Valley  of  Virginia.  Other  fa¬ 
miliar  staples  are  the  indigo  of  the  Carolinas  and  the  rice  of  South 
Carolina,  which  accounted  for  one-half  to  two-thirds  of  the  value 
of  the  colony’s  exports  during  the  eighteenth  century.  Yet  in  the 
southern  heartland  of  highly  commercialized  agriculture,  planters 
raised  com,  wheat,  and  other  foods  for  their  slaves  and  employed 
many  of  the  latter  in  the  manufacture  of  cloth,  hogsheads,  bricks, 
and  other  products.  Most  colonial  agriculture  falls  between  the 
extremes  of  high  self-sufficiency  and  high  commercialization.  In 
all  probability  it  falls  closer  to  the  self-sufficiency  end  than  to 
the  other. 

It  is  true  that  a  flat  conclusion  of  this  nature  does  violence  to 
the  change  that  occurred  from  time  to  time  and  from  one  region 
to  another.  Thus,  in  the  early  colonial  period  a  considerable  amount 
of  self-sufficiency  existed  even  in  the  southern  Tidewater  because 
of  the  irregularity  of  commercial  intercourse.  In  Virginia  in  the 
1680’s  the  entry  and  exit  of  tobacco  planters  from  the  market 
appears  to  have  fluctuated  with  the  price  of  the  crop.  Soil  erosion 
from  overcropping,  especially  with  tobacco,  often  compelled  the 
farmer  who  was  unable  or  unwilling  to  move  either  to  allow  his 
tired  land  to  go  fallow  or  to  put  in  subsistence  crops.  But  not 
always  so:  increasingly  after  the  mid-eighteenth  century,  one-time 
tobacco  planters  in  parts  of  Maryland  were  shifting  from  tobacco 
to  wheat  destined  for  export. 

A  patch  of  tobacco  was  the  crop  of  the  little  man  wherever  it 
could  be  grown:  next  to  cattle  it  was  the  principal  money  crop 
of  backcountry  farmers.  But  it  took  “a  family”  a  month  to  clear 
an  acre  of  trees  and  underbrush.  And  the  weed  required  intensive 
and  careful  labor,  from  the  preparing  of  seedbed  to  hoeing,  cutting, 
curing,  sorting,  packing,  and  marketing,  the  latter  often  by  rolling 
the  hogsheads  to  shipping  centers.  Larger  planters  could  more 
easily  than  small  farmers  afford  the  labor  first  of  indentured 
servants  and  then,  especially  after  about  1680,  of  slaves.  Most 
small  farmers  had  to  depend  on  the  labor  of  their  families,  which 
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thus  tended  to  be  large.  However,  the  late  eighteenth-century 
Virginia  wills  examined  by  Robert  E.  and  B.  Katherine  Brown 
disclose  numerous  small  farmers  with  one  or  two  slaves. 

Yet  even  at  the  end  of  the  colonial  period  there  remained  a 
large  amount  of  farming  that  was  self-sufficient  to  a  high  degree. 
That  its  greatest  concentration  was  to  be  found  in  New  England 
should  occasion  little  surprise,  for  here  is  a  region  in  which  the 
alluvial  coastal  plain,  extending  from  tidewater  to  fall  line,  forms 
a  narrow  belt  of  thin,  rocky  soil.  Inhospitable  in  climate,  the  area 
early  became  one  of  small,  diversified  farms.  The  area  was  capable, 
to  be  sure,  of  exporting  livestock,  timber  supplies,  com  and  other 
foods  to  West  Indian  and  other  markets,  but  it  was  far  richer  in 
cod  and  whale  fisheries,  in  a  ranging  commerce,  and  in  the  ship¬ 
yards  that  produced  the  means  of  carrying  the  commerce.  Not 
until  the  coming  of  the  railroad,  and  in  some  cases  the  automobile, 
would  the  subsistence  farmers  between  the  three  major  rivers  of 
New  Hampshire,  in  the  hill  country  north  of  Lake  Winnipesaukee, 
and  in  similar  parts  of  Massachusetts  and  Connecticut,  enter  the 
market  economy. 

Subsistence  farmers  in  many  other  parts  of  the  country  were  on 
or  near  transportation  routes  to  be  developed  much  sooner,  for 
example,  along  the  Mohawk  in  New  York  and  in  the  upper  Dela¬ 
ware  regions  of  New  Jersey  and  Pennsylvania.  It  is  in  the  South, 
perhaps  the  most  heavily  commercialized  agricultural  region  of 
the  country,  that  the  existence  of  a  significantly  high  degree  of 
self-sufficiency  is  surprising.  Yet  Lewis  C.  Gray,  the  historian 
of  southern  agriculture,  says:  “In  the  colonial  period  especially, 
it  is  probable  that  the  great  majority  of  inhabitants  were  engaged 
in  types  of  economy  that  approximated  the  principle  of  self- 
sufficiency.”  For  the  new  nation  as  a  whole  the  length  of  time  in 
which  a  significant  degree  of  self-sufficiency  would  continue  to  exist 
is  suggested  by  Rolla  M.  Tryon’s  conclusion  that  household  manu¬ 
facture  remained  important  until  about  1830. 

Scarcities  of  capital  and  labor  and  inadequacies  of  transporta¬ 
tion  were  mainly  responsible  for  this  result.  Its  consequences  are 
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fraught  with  meaning  for  the  economy  as  a  whole.  By  circum¬ 
scribing  the  ability  of  most  farmers  to  concentrate  a  larger  share 
of  their  resources  on  production  for  market,  these  scarcities  kept 
incomes  per  capita  low.  Low  incomes  necessarily  limited  farmer’s 
demands  for  manufactured  goods.  Since  most  people  were  farmers, 
the  limited  ability  of  farmers  to  buy  narrowed  the  domestic  market 
and  thus  helped  prevent  the  growth  of  domestic  manufactories 
large  enough  to  produce  economies  of  scale.  Only  the  low  unit  costs 
of  enterprises  of  larger  scale  might  have  competed  with  those  of 
England,  which  produced  goods  for  wide  foreign  markets. 

To  be  sure,  shortages  of  capital  funds  and  high  wages  also 
helped  restrict  the  growth  of  large-scale  manufacturing,  but  these 
shortages  would  have  been  less  severe  had  the  level  of  agricultural 
output  and  income  been  higher  than  it  was.  While  Gray  believes 
that  in  the  case  of  tobacco  the  greater  use  of  the  plow  and  other 
instruments  of  tillage  “resulted  in  some  increase  in  product  per 
man”  between  the  early  seventeenth  and  the  later  eighteenth 
centuries,  the  general  quality  of  these  instruments  is  indicated  in 
Curtis  Nettels’  judgment  that  the  farmer’s  tools  “would  have  been 
familiar  in  ancient  Babylonia.”  Some  improvement  in  agricultural 
techniques  occurred,  particularly  in  the  case  of  upcountry  Germans. 
But  as  was  repeatedly  to  happen  in  subsequent  years,  these  had 
little  impact  on  agriculture  as  a  whole.  The  generally  primitive 
state  of  agricultural  technology  limited  output  per  capita  (and 
hence  income  per  capita),  and  it  was  this,  together  with  poor 
transport  facilities,  that  severely  restricted  the  size  of  the  domestic 
market. 


The  Planters:  Sources  of  Operating  Capital 

I  have  referred  to  the  larger  planters  as  men  who  could  more 
easily  “afford”  large  estates,  servants  or  slaves,  tools  and  imple¬ 
ments  for  clearing  land,  and  other  necessary  means  of  devoting 
their  resources  more  fully  to  commercial  production.  What  were 
the  sources  of  the  operating  capital  with  which  they  made  and  then 
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worked  the  fixed  capital  of  land?  Where  did  they  obtain  the 
purchasing  power  they  were  able  to  convert  into  these  two  forms 
of  “real”  capital?  Their  main  sources  appear  to  have  been  three¬ 
fold:  British  loans  and  investments;  equipment,  supplies,  and 
claims  to  American  land  brought  by  emigrants  from  England;  and 
earnings  from  planting  “ploughed  back”  into  the  land.  While  it  is 
impossible  to  quantify  these  sources  so  as  to  display  their  relative 
significance,  it  appears  that  the  two  British  channels  deserve  most 
emphasis. 

Great  quasi-public  trading  companies,  privileged,  chartered, 
and  joint-stock,  had  served  as  the  initial  funnels  through  which 
English  capital  funds  and  labor  sought  to  exploit  the  new-world 
opportunities  opened  by  voyages  of  discovery  and  exploration. 
Overwhelmed  by  heavy  costs  of  settlement  and  blinded  by  fools- 
gold  schemes  for  easy  wealth,  they  had  failed  to  return  profits  to 
their  investors.  So  too  had  failed  the  subsidiary  colonizing  associa¬ 
tions  which  in  some  instances  grew  out  of  them.  The  private  planta¬ 
tion,  a  method  of  uniting  English  capital,  the  labor  of  indentured 
servant  or  slave,  and  the  resident  management  of  the  planter, 
emerged  from  these  early  failures.  “Venture”  and  “capital,”  pre¬ 
viously  united  in  the  person  of  an  English  absentee  investor,  split 
off  from  each  other:  the  venturer  now  came  in  person  to  America 
to  manage  his  enterprises  and  drew  upon  English  capital  in  the 
form  of  mercantile  credit.  Some  of  these  early  enterprisers,  Gray 
believes,  “undoubtedly  brought  with  them  all  or  a  part  of  the 
requisite  capital.”  Certainly  the  “ambitious  younger  sons  of  middle- 
class  families”  who  came  to  Virginia  in  the  wave  of  the  second 
generation  of  emigrants  between  1640  and  approximately  1670 
brought  “material  advantages”  with  them.  The  recent  researches  of 
Bernard  Bailyn  have  shown  that  they  brought  with  them  family 
claims  to  land  in  the  colony,  inherited  shares  of  the  original  Com¬ 
pany  stock,  or  “a  variety  of  forms  of  capital  that  might  provide  the 
basis  for  secure  family  fortunes.” 

Probably  upon  most  planters,  however,  as  upon  colonial  enter¬ 
prise  generally,  pressed  the  scarcity  of  capital  funds  and  labor 
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that  characterizes  a  newly-opened  country.  Even  as  late  as  1680, 
in  reply  to  the  question  “What  obstruction  do  you  find  to  the 
improvement  of  the  trade  and  navigation  of  your  Corporation?” 
the  Governor  of  Connecticut  specified  the  “want  of  men  of  estates 
to  venture  abroad,  and  of  money  at  home  for  the  management  of 
trade,  and  labor  being  so  deare  with  us.”  Scattered  evidence  sug¬ 
gests  that  interest  rates  were  high.  Gray  reports  they  ranged  from 
8  to  10  per  cent  on  well-secured  loans  in  South  Carolina  during 
the  greater  part  of  the  colonial  period.  Just  before  the  Revolution 
the  legal  rate  was  lowered  to  8  per  cent  in  both  that  colony  and 
Georgia.  Massachusetts  in  1641  restricted  the  rate  to  8  per  cent 
so  that  there  would  not  be  “usury  amongst  us  contrary  to  the  laws 
of  God,”  but  it  lowered  the  rate  to  6  per  cent  in  1693.  However, 
in  the  judgment  of  Victor  S.  Clark,  the  costs  of  capital  funds  in 
relation  to  profit  margins  were  not  “excessive.”  That  the  produc¬ 
tivity  of  funds  was  higher  in  America  than  in  Britain  in  1765  is 
suggested  by  James  Habersham’s  remark  to  an  English  correspond¬ 
ent  that  8  per  cent  could  be  “as  well  if  not  better  paid  by  a 
Carefull  Person  either  in  the  commercial  or  planting  way  here,  than 
<£  5  per  Ct.  [5  per  cent]  with  you.” 

It  is  this  greater  marginal  efficiency  of  capital  funds  that  at¬ 
tracted  British  loans  and  investments  to  America,  in  shipbuilding, 
iron  works,  the  seventeenth-century  fisheries,  trade,  manufacturing, 
and  southern  agriculture.  Immediately  after  the  Revolution  John 
Lord  Sheffield  remarked  that  the  “greater  part  of  the  colony  com¬ 
merce  was  carried  on  by  means  of  British  capitals,”  with  “at 
least  four-fifths”  of  the  importations  from  Europe  being  “at  all 
times  made  upon  credit.”  “The  greater  part  both  of  the  exporta¬ 
tions  and  coasting  trade  of  America,”  Adam  Smith  asserts  in 
The  Wealth  of  Nations  (1776),  “is  carried  on  by  the  capitals  of 
merchants  who  reside  in  Great  Britain.  Even  the  stores  and  ware¬ 
houses  from  which  goods  are  retailed  in  some  provinces,  particularly 
in  Virginia  and  Maryland,  belong  many  of  them  to  merchants  who 
reside  in  the  mother  country.”  Victor  S.  Clark  says  further:  “Until 
the  very  end  of  the  colonial  period,  speculative  enterprises  in 
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America,  including  the  most  important  manufacturing  undertak¬ 
ings,  were  financed  very  largely  with  English  or  German  money, 
though  occasionally  wealthy  colonists  cooperated  in  these  projects.” 
That  the  achievement  of  political  independence  did  not  auto¬ 
matically  bring  to  an  end  American  dependence  upon  British 
capital,  particularly  in  the  case  of  the  southern  planter,  is  clearly 
seen  in  the  following  evaluation  made  in  June  1792  by  William 
Heth  of  Bermuda  Hundred,  Virginia,  for  the  benefit  of  Alexander 
Hamilton:  “The  trade  of  this  state  is  carried  on  chiefly  with  foreign 
capital.  Those  engaged  in  it,  hardly  deserve  the  name  of  merchants, 
being  the  factors,  agents  and  Shop-keepers  of  the  Merchants  and 
Manufacturers  of  Gt.  Britain — and  their  business  to  dispose  of 
the  goods  of  that,  for  the  produce  of  this  country,  and  remit  it 
to  the  order  of  their  principals  with  whom  the  profits  of  the  trade 
of  course  centre. — ” 

Because  of  the  cheapness  of  land  and  the  ability  to  obtain 
headright  claims  to  it  by  importing  servants  or  slaves,  the  amount 
of  funds  required  by  the  southern  planters  was  not  as  large  as  it 
was  to  be  in  the  later  pre-Civil  War  period.  Gray  reports  that  about 
the  year  1775  the  establishment  of  a  tobacco  plantation  of  two 
thousand  acres  involved  an  expenditure  of  approximately  £  1,000 
for  slaves,  <£  300  for  buildings  and  furniture,  £  60  for  implements 
and  arms,  £  50  for  a  small  sloop,  £  265  for  livestock,  £  40  for 
land  fees,  and  £  100  for  orchard  and  small  miscellaneous  items. 
The  total  came  to  £  1,915  sterling.  At  about  the  same  period 
the  cost  of  a  rice  or  indigo  plantation  of  “moderate”  size  amounted 
to  approximately  £  1,000  more.  Leila  Sellers  presents  an  estimate 
of  about  £  2,500  for  a  South  Carolina  rice  plantation  of  two 
hundred  acres  (£  100),  forty  “working  hands”  (£  1,800), 
annual  wages  of  an  overseer  (£  50),  and  various  tools  and 
supplies. 

English  merchants  customarily  provided  these  supplies  on  one- 
year  credit,  with  the  planter’s  crop  serving  as  security  for  the  ad¬ 
vance.  In  the  early  years  of  settlement,  credit  purchases  of  servants 
and  slaves  were  of  less  importance  to  Virginia  and  Maryland 
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than  to  South  Carolina  and  Georgia.  The  two  tobacco  colonies  very 
largely  used  indentured  servants  for  the  first  three-quarters  of 
the  seventeenth  century,  and  the  initial  costs  of  servants  usually 
amounted  only  to  about  one-fifth  those  of  slaves.  But  the  indebted¬ 
ness  of  the  tobacco  planters  mounted  in  the  late  seventeenth  and 
eighteenth  centuries  with  the  increasingly  rapid  introduction  of 
slaves. 

Were  figures  for  British  capital  exports  to  America  available, 
they  would  undoubtedly  show  the  mainstream  flowing  into  the 
plantation  agriculture  of  the  southern  mainland  and  British  West 
Indies.  The  southern  planter,  according  to  Gray,  borrowed  “much” 
of  his  capital  funds,  and  in  the  British  West  Indies  “most  of  the 
estates”  were  burdened  with  heavy  encumbrances  to  persons  resid¬ 
ing  in  Great  Britain.  British  law  flowed  in  the  wake  of  British 
capital  in  an  effort  to  protect  profit  margins  on  these  investments. 
While  this  body  of  law  will  be  examined  more  closely  later,  it 
should  be  noted  here  that  the  profits  to  be  won  by  transshipping 
tobacco  from  Great  Britain  to  the  Continent  led  to  the  “enumera¬ 
tion”  of  that  article  in  the  Navigation  Acts.  And  if  tobacco  was 
thus  forbidden  by  law  to  be  shipped  by  colonial  merchants  to  any 
point  outside  the  British  empire,  so  too  was  rice  (to  which,  how¬ 
ever,  limited  concessions  were  made  after  1750)  and  indigo. 
However,  it  was  not  colonial  merchants  but  English  merchants, 
not  colonial  shipping  but  English  shipping  (and  after  the  Act  of 
Union  of  1707,  that  of  the  Scots  as  well)  that  dominated  the 
greatest  trade  route  of  the  colonial  period,  the  route  which  ran 
back  and  forth  across  the  Atlantic  between  Great  Britain  and  her 
southern  and  West  Indian  colonies.  As  late  as  1769-71  four-fifths 
of  the  traffic  crossing  the  Atlantic  was  carried  in  British  bottoms. 
In  a  word,  British  mercantile  houses  provided  the  credit  required 
for  production  and  marketing,  and  with  the  aid  of  laws  enacted 
to  promote  the  interests  of  the  merchants  and  the  navy  of  Great 
Britain,  the  same  houses  provided  almost  the  entire  machinery  of 
marketing  itself. 

Geography  facilitated  this  dominance  in  the  case  of  the  tobacco 
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colonies.  The  numerous  navigable  rivers  of  Maryland  and  Virginia 
diffused  trade  throughout  the  two  provinces,  long  preventing  its 
concentration  in  port  cities  under  the  control  of  native  merchants. 
There  was  no  need  for  the  intermediation  of  natives:  English  ships 
simply  penetrated  the  country  to  the  wharves  of  the  larger  planters, 
unloaded  their  supplies,  and  put  on  tobacco  for  the  homeward 
voyage.  The  cargo  was  consigned  to  the  same  merchant  who  had 
shipped  the  supplies,  and  it  represented  payment  on  account  of 
obligations  thus  incurred  as  well  as  previous  ones.  Many  smaller 
planters  and  farmers  less  favorably  situated  with  respect  to  navi¬ 
gable  waters  purchased  supplies  from  the  larger  planters  and  sold 
or  consigned  their  tobacco  to  them.  With  the  movement  of  tobacco 
away  from  the  Tidewater  into  the  Piedmont  after  the  early  eight¬ 
eenth  century,  the  consignment  system  gradually  gave  way  to  a 
method  of  direct  purchase.  Finding  English  merchants  in  control 
of  Tidewater  business,  Scottish  mercantile  houses  dispatched  factors 
to  supervise  the  general  operations  of  chains  of  stores  opened  in 
the  backcountry  of  both  provinces.  The  stores  seem  to  have  offered 
merchandise  on  credit  to  any  grower  “from  whom  a  purchase  of 
at  least  300  hogsheads  of  tobacco  could  be  made  annually,”  the 
typical  scarcity  of  currency  in  the  backcountry  making  it  natural  to 
resort  to  a  system  of  bookkeeping  barter.  One  of  the  most  recent 
students  of  their  practices,  James  H.  Soltow,  makes  clear  that  the 
planters’  accounts  were  supposed  to  be  settled  at  the  close  of  the 
crop  year.  But  it  was  sometimes  a  difficult  policy  to  enforce,  and 
some  balances  remained  unpaid  as  long  as  four  or  five  years. 

South  of  Virginia  the  shoal  channels  of  the  inland  streams 
did  not  obstruct  navigation  by  small  craft  but  prevented  ocean¬ 
going  vessels  from  penetrating  inland.  It  was  a  situation  inviting 
both  urbanization  and  the  rise  of  a  numerous  group  of  small  native 
middlemen,  known  at  the  time  as  “country”  factors.  Charleston 
emerged  after  1670  as  the  commercial  funnel  for  an  agricultural 
district  embracing  South  Carolina,  parts  of  North  Carolina,  Georgia, 
and,  after  1763,  East  and  West  Florida  as  well.  At  Charleston, 
and  also  at  smaller  ports  in  the  district,  country  factors  served  as 
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retail  middlemen  between  planters  and  larger  wholesale  merchants, 
buying  from  the  former  and  selling  to  the  latter.  Sometimes,  how¬ 
ever,  they  imported  goods  from  colonies  to  the  north,  from  the 
West  Indies,  and  even  from  England.  Despite  the  differences  be¬ 
tween  the  Carolina  country  and  the  region  of  the  Chesapeake,  “the 
masters  of  business,”  the  men  in  “command  of  the  shipping  and 
wholesale  trade,”  to  use  the  language  of  Leila  Sellers,  were,  in  both 
areas,  the  factors  of  British  merchants.  It  was  they  who  provided 
indentured  servants,  slaves,  and  other  supplies  to  planters  on  credit 
and  directed  the  exportation  of  the  planters’  staples. 

British  credit  thus  came  to  southern  agriculture  through  a  num¬ 
ber  of  channels,  sometimes  directly,  sometimes  circuitously,  in  the 
latter  case  being  extended  first  to  a  resident  factor,  storekeeper,  or 
colonial  merchant  and  then  by  one  of  them  to  the  planter.  Larger 
planters,  who  had  themselves  obtained  credit  directly  from  an 
English  mercantile  house — on  a  “wholesale”  basis,  as  it  were — 
often  proceeded  to  “retail”  it  to  the  smaller  planters  and  farmers 
in  their  neighborhoods.  To  what  extent  was  the  shortage  of  capital 
funds  in  the  hands  of  the  southern  planters  owing  to  their  intimate 
dependency  upon  the  British? 

The  Planters:  The  Question  of  Capital  Losses 

From  contemporaries  through  Washington,  Jefferson,  and  Cal¬ 
houn  to  modern  students,  much  has  been  written  on  both  sides 
of  the  question  whether  an  inordinate  part  of  the  profits  of  agricul¬ 
ture  were  siphoned  off  from  the  planters  by  the  merchants,  prin¬ 
cipally  English  and  Scottish,  who  supplied  them  with  credit  and 
dominated  their  marketing  mechanism.  Were  planters  given  too 
little  for  their  crops  and  charged  too  much  for  the  supplies  they 
received  in  exchange?  Were  they  made  to  bear  the  burden  of 
illicit  handling  charges,  not  credited  for  duties  refunded  on  crops 
re-exported  to  the  Continent,  and  otherwise  victimized?  How  diffi¬ 
cult  it  is  to  generalize  will  be  obvious.  Unquestionably  there  is 
some  truth  in  all  the  allegations;  the  problem  is,  how  much?  It 
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seems  to  me  that  the  most  any  student  of  the  debate  can  do — 
and  fair-minded  ones  from  Gray  to  Soltow  have  done  so — is  to 
admit  that  the  merchants  had  the  upper  hand,  wished  to  employ 
it  to  their  own  advantage,  and  sometimes  succeeded  in  doing  so 
but  at  least  as  often  were  forestalled  by  the  existence  of  competition 
among  themselves. 

It  would  nevertheless  be  difficult  to  conclude  that  the  terms 
of  trade  were  as  favorable  to  the  planters  as  would  have  been 
the  case  had  they  developed  their  own  marketing  facilities  instead 
of  depending  upon  the  shipping,  insurance,  and  other  services 
provided  in  the  main  by  British  merchants.  It  is  true  that  statistical 
estimates  of  the  commerce  of  the  southern  colonies  indicate  an 
excess  of  exports  over  imports  throughout  the  colonial  period. 
The  trade  balance  amounted  approximately  to  £,  147,000  a  year 
as  early  as  1700,  and  for  the  period  1700-73  the  total  balance 
was  almost  £  11,000,000.  But  these  figures  are  deceptive  in  that 
they  omit  entirely  the  large  cost  of  imported  slaves  and  omit  as 
well  the  costs  of  freights,  insurance,  commissions,  taxes,  interest 
on  debts  to  the  British,  and  other  “invisible”  items  of  trade.  In  a 
word,  the  lower  returns  to  investments  attributable  to  the  sub¬ 
ordinate  market  position  of  the  planters  were  probably  considerable. 

If  losses  through  market  subordination  reduced  the  net  proceeds 
from  southern  exports,  the  planters’  own  propensity  to  consume, 
mounting  in  social  urgency  with  the  advancing  eighteenth  century, 
limited  still  more  the  amount  of  permissible  capital  formation. 
The  better  textiles,  furniture,  plate,  and  other  refinements  that 
helped  lift  the  material  basis  of  fife  above  the  level  of  the  first 
frontier  century  represent  an  understandable  choice  of  alternative 
uses  of  income.  Yet  much  of  the  income  so  converted  appears  to 
have  reflected  a  conscious  emulation  of  an  old-world  gentry  by  that 
of  the  new.  The  purchase  of  consumption  goods  on  credit,  says 
Gray,  was  in  “considerable  measure”  in  the  nature  of  “conspicuous 
and  competitive”  expenditure.  If  it  is  fair  to  cite  Jefferson’s  familiar 
plaint  that  “long  experience  has  proved  to  us  that  there  never 
was  an  instance  of  a  man’s  getting  out  of  debt  who  was  once  in 
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the  hands  of  a  tobacco  merchant  and  bound  to  consign  his  tobacco 
to  him,”  it  is  also  fair  to  call  attention  to  the  consumption  com¬ 
ponent  of  that  debt. 

To  characterize  the  planter  as  a  man  more  interested  in  con¬ 
sumption  than  in  production,  as  unconcerned  with  ways  of  in¬ 
creasing  his  income,  would  be  misleading  and  unfair.  One  thinks 
of  the  first  William  Byrd,  who,  arriving  in  Virginia  about  1670, 
thereafter  became  planter,  colonizer,  wholesale  exporter  and  im¬ 
porter,  retail  storekeeper,  Indian  trader,  prospector  for  ores,  and 
miller,  among  other  things.  The  activities  of  his  contemporary, 
William  Fitzhugh,  were  almost  as  diverse.  One  thinks  of  Robert 
Carter  of  Corotoman,  an  earlier  eighteenth-century  Virginian  whom 
Louis  B.  Wright  characterizes  as  “an  industrious  and  astute  busi¬ 
nessman,”  maintaining  a  “shrewd  oversight  of  his  tobacco  sales, 
his  purchases  of  commodities  or  securities,  his  land  transactions, 
and  the  multifarious  details  connected  with  his  great  plantations.” 
And  there  are  many  others,  such  as  Robert  Carter  of  Nomini  Hall, 
whose  deligent  pursuit  of  multiple  business  activities  is  justly  well 
remembered.  Lewis  C.  Gray  makes  perfectly  clear  that  on  effi¬ 
cient  estates  planters  used  something  like  an  elementary  form  of 
scientific  management  in  organizing  their  labor  force.  “Many” 
of  the  planters  of  Virginia  and  Maryland,  he  says  were  “zealously 
engaged  in  accumulating  large  fortunes,  living  mainly  on  the  pro¬ 
duce  of  their  estates  and  reinvesting  most  of  their  income  in  land 
and  slaves.”  One  may  agree  with  James  H.  Soltow  on  “the  business- 
mindedness  of  a  significant  portion  of  the  tobacco  producers.” 

On  the  other  hand,  Gray  records  that  “Many  planters  kept 
no  systematic  accounts,”  although  perhaps  the  majority  either 
personally  or  via  overseers  kept  records  of  monetary  receipts 
and  disbursements,  inventories  of  stock  and  equipment,  and  various 
supplementary  memoranda.  Of  strict  “cost  accounting,”  he  notes, 
“there  was  very  little  in  the  South.”  One  may  add  that  there  was 
very  little  in  any  field  of  colonial  enterprise  anywhere.  Inadequate 
records,  together  with  “long  delays  in  exchange  between  English¬ 
men  and  Americans,”  Evarts  B.  Greene  believed,  often  left  the 
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planter  ignorant  of  the  exact  state  of  his  balance.  The  system 
“certainly  did  not  promote  sound  business  methods.”  In  1785 
Jefferson  himself  remarked  that  the  planters  were  “careless  of  their 
interests  .  .  .  thoughtless  in  their  expenses  and  in  all  their  transac¬ 
tions  of  business.”  It  is  specifically  to  the  Chesapeake  tobacco  trade 
that  Jacob  M.  Price  refers  in  attributing  its  dominance  by  “out¬ 
siders”  to  “the  failure  of  the  planters  to  think  like  capitalists  or 
to  live  like  prudent  speculators.”  My  own  inclination  is  to  cast  in 
that  character  a  more  considerable  area  of  the  colonial  South. 
So  far  as  the  tobacco  colonies  were  concerned,  the  increasing 
change  in  the  18  th  century  from  the  older  consignment  system 
to  one  of  direct  sale  to  resident  Scotch  factors  appears  to  have 
been  of  crucial  importance.  Under  the  newer  system  the  planter, 
no  longer  the  owner  of  the  tobacco  shipped  to  Europe,  had  no 
need  to  maintain  a  detailed  correspondence  concerning  the  quality 
of  it,  or  of  the  incoming  merchandise  he  desired  in  return.  Nor 
need  he  any  longer  concern  himself  with  the  numerous  costs  of 
shipping,  importation,  and  sales,  nor  with  insurance  and  freight. 
Having  a  lesser  need  to  concern  himself  with  matters  of  trade,  the 
planter  was  more  likely  to  develop  an  attitude  of  disdain  for  it. 
Jefferson’s  characterization  certainly  suggests  that  many  did  so. 
Many  became  absentees  and  learned  to  discount  the  value  of  labor 
in  a  society  where  it  was  done  by  slaves.  In  none  of  these  respects 
would  the  passage  of  time  introduce  substantive  change.  Cotton 
would  replace  tobacco,  and  New  York  merchants  and  bankers 
those  of  Great  Britain,  but  the  economic  life  of  the  South  would 
continue  to  be  dominated  by  “outsiders,”  and  there  would  remain 
both  dependency  and  slavery,  the  attitude  toward  labor,  and  the 
entrepreneurial  consequence  of  these  combined  facts.  Regardless 
then  of  the  direction  in  which  the  balance  of  typicality  may  fall, 
it  appears  true  that  there  existed  within  the  planter  group  as  a 
whole  a  significant  amount  of  underemployed  resources,  not  least 
of  which  was  the  resource  of  entrepreneurship.  Had  the  goal  of 
profit  maximization  permeated  the  group,  had  it  employed  sys¬ 
tematic  accounting  to  enhance  its  control  of  productive  resources. 
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had  it  made  a  determined  effort  to  gain  control  of  the  marketing 
mechanism,  its  level  of  income  would  have  been  higher.  Granted 
these  business  objectives  and  techniques,  a  larger  proportion  of  its 
income  would  have  been  “ploughed  back”  into  production,  increas¬ 
ing  the  rate  of  new  capital  formation,  and  this  would  have  raised 
average  investment  and  income  for  the  economy  as  a  whole.  That 
the  value  system  of  only  some  of  the  planters  can  be  described 
in  these  terms  is  to  be  noted  and  not  deplored.  All  systems,  all 
Values,  have  their  opportunity  costs,  and  the  choice  of  some 
alternatives  implies  the  surrender  of  others.  We  are  justly  revolted 
that  the  cultural  achievements  of  many  representatives  of  this 
regional  civilization  should  have  rested  upon  inhumanity  to  people 
of  another  race.  Had  the  planters  been  monolithically  devoted  to 
business  goals,  the  amount  of  inhumanity  to  living  men  might  well 
have  increased  to  a  far  greater  extent  than  did  the  contribution 
to  humaneness  of  dead  letters. 


Ill 


The  Dependent  Years:  II 


The  Protestant  Ethic 

We  have  now  to  consider  the  possibility  that  southern  value  sys¬ 
tems  contained  to  a  far  lesser  degree  some  element  which,  fulsomely 
present  in  the  North,  helps  explain  why  “capitalism  remained  far 
less  developed  in  .  .  .  colonies  [which  were  to  become]  the  later 
Southern  States  of  the  United  States  of  America.”  The  quoted 
words  are  those  of  Max  Weber,  the  eminent  German  sociologist, 
who  maintained  that  there  existed  an  intimate  relationship  be¬ 
tween  whatjhe.  called  “The  Protestant  Ethic  and  The  Spirit  of 
Capitalism.”  Weber  traced  the  origins  of  the  ethic  to  the  religious 
writings  of  the  sixteenth-century  French  theologian  John  Calvin. 
The  beginning  point  was  Calvin’s  announcement  that  God  had  de¬ 
cided  ineluctably  the  eternal  fate  of  every  soul  forever  to  be  born 
and  that  no  man  could  know  whether  he  was  among  the  gathered 
or  the  damned.  To  the  hungrily  devout  who  both  then  and  later 
listened  and  believed,  no  pain  was  comparable  to  the  uncertainty 
of  election.  Life  became  tolerable  only  if  one  assumed  himself 
to  be  among  the  chosen.  Having  made  the  assumption,  the  corollary 
was  psychologically  natural  that  moments  of  success  in  one’s  “call¬ 
ing,”  or  life-task  set  by  God,  were  evidences  of  election,  signs  of 
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divine  favor.  One  therefore  sought  to  multiply  these  signs  by  ply¬ 
ing  one’s  calling,  however  humble  it  might  be,  with  an  unflagging 
diligence,  soberly  following  regular  ways.  Habits  of  this  kind,  as 
even  critic  Alan  Simpson  notes,  although  formed  for  religious 
purposes,  could  hardly  fail  to  mold  the  kind  of  character  most 
likely  to  achieve  material  success.  The  same  emphasis  upon  dil¬ 
igence  in  one  s  earthly  calling,  upon  frugality  and  a  rational  and 
orderly  conduct  of  life,  also  characterized  Quakerism,  which,  while 
rejecting  the  doctrine  of  predestination,  developed  in  England  and 
in  the  Netherlands  under  the  influence  of  Calvinist  asceticism. 

Weber  s  thesis  is  essentially  one  that  seeks  to  explain  change 
in  the  external  world  in  terms  of  the  kinds  of  human  beings  who 
confront  that  world.  Honesty,  industry,  zeal,  punctuality,  frugality, 
and  regularity — these  were  the  important  elements  of  the  “Protes¬ 
tant  ethic.  These  were  the  Puritan  traits,  Weber  maintained,  that 
advanced  the  growth  of  “capitalism”  by  promoting  rational,  sys¬ 
tematic  business  conduct.  They  bade  a  man  work  hard  in  his 
calling  and  shun  frivolous  expenditures  for  purposes  of  personal 
enjoyment.  Their  effect,  therefore,  was  to  promote  the  accumula-  i 
tion  of  capital. 

Now  Weber’s  opponents  are  legion,  and  this  is  not  the  place 
to  review  a  literature  of  criticism  that  is  vast  and  focused  mainly 
on  the  applications  of  his  thesis  to  the  development  of  “capitalism”  '' 
in  western  Europe.  Let  it  suffice  to  recall  Ralph  Barton  Perry’s 
point  that  fifteenth-century  Florence  was  capitalistic  but  not  puri¬ 
tan,  that  the  Boer  republics  were  puritan  but  not  capitalistic,  and 
that  the  Venetians,  the  Hanseatic  League,  the  Fuggers,  the  Medici, 
and  the  Rothschilds  “contributed  to  the  development  of  modem 
commerce  and  finance  without  deriving  inspiration  from  protes- 
tantism.”  Certainly  it  cannot  be  maintained  that  under  all  circum¬ 
stances  the  Protestant  ethic  was  a  condition  necessary  to  the  growth 
of  “capitalism.”  However,  Gabriel  Kolko  has  recently  reminded 
us  that  Weber  not  only  viewed  America  as  “  ‘the  field  of  [capital¬ 
ism’s]  highest  devleopment’  ”  but  also  “continually  referred  to 
colonial  American  history  to  sustain  his  thesis.”  Did  the  Protestant 
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ethic  promote  rational,  systematic  business  conduct  among  the 
Puritan  merchants  of  New  England?  An  effort  to  answer  this 
question  requires,  first,  an  examination  of  Puritanism  in  early  New 
England,  and  second,  an  inquiry  into  the  relationship  between 
the  motivations  of  merchants  and  the  external  conditions  of  foreign 
commerce.  These  conditions  were  common  to  foreign  traders 
throughout  the  colonies  and  we  shall  call  upon  records  of  mercantile 
experience  in  Philadelphia,  New  York,  and  Baltimore  as  well  as  in 
New  England  to  illustrate  their  nature. 

“Capitalism,”  Carl  N.  Degler  well  says,  “came  to  America  in 
the  first  ships.”  Profits  to  be  won  from  trade  and  precious  metals 
induced  the  financial  support  essential  to  colonization,  and  the 
business  goals  and  techniques  underlying  the  voyages  of  settlement 
reflected  European  “capitalistic”  developments  that  trace  their 
origins  to  at  least  the  twelfth  century.  But  this  is  not  to  deny  the 
overwhlemingly  religious  motivations  of  many  of  the  first  settlers. 
In  John  Winthrop’s  celebrated  sermon  aboard  the  Arbella,  in 
the  Plymouth  covenant  of  1620,  and  in  the  opening  Article  of  the 
New  England  Confederation  of  1643  one  hears  a  clear  voice  say¬ 
ing,  in  the  words  of  the  latter,  “  ...  we  aime,  namly,  to  advance 
the  kingdom  of  our  Lord  Jesus  Christ,  and  to  injoye  the  liberties 
of  the  Gospell  in  puritie  with  peace.”  The  means  was  to  be  the 
New  England  Way,  a  Bible  commonwealth  in  which  saints  of 
church  and  state  would  govern  a  community  of  the  elect,  a  corpora¬ 
tion  whose  members,  to  cite  the  Cambridge  Platform  (1629), 
would  “give  themselves  unto  the  Lord,  to  the  observing  of  the 
ordinances  of  Christ  together  in  the  same  society.”  But  between 
these  holy  intents  and  the  disenchantment  expressed  in  the  jere¬ 
miads  of  the  late  seventeenth  century  there  intervened  the  carnal 
world  of  trade. 

Acknowledging  the  contribution  of  trade  to  the  sustenance  of 
the  community,  the  Fathers  sought  to  subordinate  it  to  the  true 
end  of  man.  As  early  as  1633  Boston  established  a  “Thursday 
market.”  Its  purpose  was  to  regulate  more  effectively  the  conduct 
of  local  commercial  transactions,  “to  place  the  selling  of  country 
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produce,  as  Weeden  puts  it,  “under  more  effective  control.” 
Other  towns  took  similar  action,  as,  for  example,  Bristol  did  in 
1696,  forbidding  the  sale  of  produce  on  any  but  a  designated  day. 
As  in  the  cities  of  medieval  Europe,  local  authorities  outlawed 
the  tripartite  sins  of  trade:  forestalling,  regrating,  and  engrossing. 
Early  statutes  fixed  the  wages  of  scarce  labor  and  the  prices  of 
basic  commodities.  The  assize  of  bread,  Richard  B.  Morris  tells 
us,  was  the  most  persistent  regulatory  measure  employed  in 
American  towns  down  through  the  eighteenth  century;  but  other 
price,  quantity,  and  quality  regulations  included  the  assizes  of 
casks,  leather,  wood,  and  bricks.”  In  general,  he  adds,  the  early 
settlers  accepted  the  medieval  doctrine  of  the  “just  price.” 

The  recent  researches  of  John  Baldwin  have  shown  that  in 
the  medieval  view  a  price  regarded  as  “just”  was  not  what  genera¬ 
tions  of  earlier  scholars  have  believed  it  to  be.  It  was  no  alchemic 
mixture  of  component  costs  designed  somehow  to  enable  the 
seller  to  maintain  his  customary  place  in  a  hierarchical  social 
order.  Rather,  it  was  the  market  price,  the  going,  rate,  a  value 
determined  by  supply  and  demand.  So  it  was  in  colonial  America, 
as  the  admonition  of  the  Reverend  John  Cotton  makes  plain:  “A 
man  may  not  sell  above  the  current  price,  i.e.,  such  a  price  as  is 
usual  in  the  time  and  place,  and  as  another  (who  knows  the  worth 
of  the  commodity)  would  give  for  it,  if  he  had  occasion  to  use 
it.”  But  where  scarcity  existed,  “there  men  may  raise  their  price;  for 
now  it  is  the  hand  of  God  upon  the  commodity,  and  not  the 
person.” 

What  was  deplored,  in  sum,  was  private,  out-of-the-market 
negotiation  that  took  advantage  of  circumstances  of  special  need. 
This  is  the  situation  to  which  Increase  Mather  referred  when  he 
wrote  in  1674:  “A  poor  man  cometh  amongst  you,  and  he  must 
have  a  commodity  whatever  it  cost  him,  and  you  will  make  him 
give  whatever  you  please,  and  put  what  price  you  please  upon 
what  he  hath  to  give  too,  without  respecting  the  just  value  of 
the  thing.”  Two  years  later,  the  Reverend  Mather  also  attacked 
the  “odious  sin  of  usury,”  but  Puritan  New  England,  as  had 
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medieval  Europe,  pointed  its  prohibition  not  at  commercial  loans 
involving  risk  but  at  interest  charged  on  loans  to  the  poor  and 
needy. 

To  prevent  the  possibility  of  victimization  of  the  ignorant  or 
needy  through  sales  arranged  by  private  agreement  or  outside 
of  market  hours,  and  also  to  discourage  merchants  from  giving  in 
to  the  temptation  of  placing  their  material  welfare  above  their 
spiritual  health,  the  Fathers  in  1633  had  made  the  charging  of 
extortionate  prices  punishable  by  law.  In  1639  merchant  Robert 
Keayne  was  convicted  by  both  state  and  church  of  extortion,  that 
is,  of  putting  his  own  private  price  upon  designated  goods  instead 
of  charging  what  other  tradesmen  did.  His  was  only  the  most 
celebrated  of  a  number  of  similar  cases.  Indeed,  in  a  long  ex¬ 
planatory  will  drawn  in  1653  Keayne  maintained  that  his  own 
pricing  practices  had  been  general  in  the  late  1630’s.  If  so,  it 
is  evident  how  soon  after  settlement  a  divergence  had  appeared 
between  privately  defined  mercantile  interest  and  the  interest  of 
the  corporate  community  as  interpreted  by  church  and  state. 

Now  Max  Weber  was  a  learned  and  subtle  man  who  never 
claimed  that  the  Protestant  ethic  constituted  a  brash  invitation 
to  employ  religious  doctrines  for  ends  of  self-service.  He  well 
knew  that  “Examples  of  the  condemnation  of  the  pursuit  of  money 
and  goods  may  be  gathered  without  end  from  Puritan  writings.” 
And  so  they  almost  may  be,  from  Old  England  to  New,  from 
Gabrieli  Powell’s  admonition  in  Resolved  Christian  that  “we  must 
be  accountable  for  the  least  farthing  which  we  have  received  by 
God;  after  what  manner  we  came  by  it,  how  and  to  what  use 
we  have  bestowed  and  spent  it”  to  John  Cotton’s  solemn  reminder 
that  it  was  a  merchant’s  duty  to  combine  “diligence  in  business 
with  deadness  to  the  world.”  Weber  believed  that  the  “real” 
moral  objection  to  wealth  was  the  temptation  to  relax  in  the  secure 
possession  of  it,  to  enjoy  it  in  idleness,  and  thus  to  invite,  “above 
all  .  .  .  [a]  distraction  from  the  pursuit  of  a  righteous  life.” 

What  I  think  he  did  not  sufficiently  appreciate  are  the  implica¬ 
tions  for  his  thesis  of  the  historical  experience  of  early  New 
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England  that  we  have  just  reviewed.  This  experience  shows  that 
the  Protestant  ethic  had  no  free  field  in  which  it  might  have  worked 
out  those  impacts  upon  business  character  that  inhere  in  its 
premises.  It  reveals  not  an  easy  alliance  betwen  Puritan  ideology 
and  economic  behavior  but  rather  a  conflict  between  the  two,  a 
conflict,  as  Perry  Miller  has  put  it,  “at  every  point.”  It  reveals  the 
existence  of  numerous  restraints  imposed  upon  the  merchants  by 
the  Fathers  in  an  effort  to  protect  the  means  of  subsistence  and 
the  religious  ideals  of  the  larger  community.  Subordination  of  the 
part  to  the  whole,  to  a  unity  knit  by  the  binding  power  of  Puritan 
doctrine,  lasted,  the  Puritans  themselves  believed,  only  ten  years. 

Had  the  alliance  between  the  religious  conceptions  of  the  Puri¬ 
tans  and  the  merchant  class  been  as  real  as  Weber  assumed  it 
to  be,  Gabriel  Kolko  has  concluded,  “the  conflict  might  not  have 
occurred  so  quickly.” 

Calvinist  doctrine  had  framed  a  fine  tension  between  this  world 
and  the  next,  between  material  reward  and  carnal  cognizance  of 
it.  As  even  Kolko  acknowledges,  it  “was  both  a  help  and  a  hin¬ 
drance  to  systematic  economic  behavior.”  In  the  recent  words  of 
Robert  A.  Davison,  the  doctrine  of  the  calling  “offered  substantial 
reinforcement  to  the  psychological  make-up  necessary  for  success¬ 
ful  capitalistic  endeavor.”  But  within  individuals  merchants  them¬ 
selves  as  well  as  within  Puritan  or  Quaker  communities  the  balance 
between  service  to  God  and  Mammon  was  difficult  to  strike.  Isaac 
Hicks,  the  New  York  Quaker  merchant  of  the  eighteenth  century 
whose  career  has  recently  been  studied  by  Davison,  resolved  his 
internal  conflict  by  giving  up  the  life  of  trade  for  one  of  religious 
good  works.  Many  New  England  merchants,  Kolko  makes  plain, 
took  the  other  way  out:  they  turned  from  Puritanism  to  some  form 
of  heresy  or  to  denominations  that  were  “less  restrictive.”  For 
many  men  Puritanism  wrecked  on  the  rock  of  plenty.  Yet  not,  one 
suspects,  without  an  enduring  sense  of  guilt  engraved  upon  the 
American  character. 

By  the  second  generation  increasing  numbers  of  merchants 
were  tipping  the  scales  in  the  world’s  favor.  The  insight  of  Alan 
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Simpson  enables  us  to  see  that  they  were  organizers  now  rather 
than  visionaries,  men  guided  more  by  habit  than  by  direct  experi¬ 
ence,  latter-day  Puritans  with  fading  memories  of  European  per¬ 
secution.  William  Penn  was  a  Puritan  of  this  kind  as  when  in  the 
1670’s  he  wrote  of  the  Reformation:  “I  am  sure,  ’twas  to  enjoy 
Property  with  Conscience  that  promoted  it:  Nor  is  there  any  better 
Definition  of  Protestancy,  then  [sic]  protesting  against  Spoiling 
Property  for  Conscience.”  Thus  was  England’s  Present  Interest 
Discover’d. 

And  thus  America’s,  too.  The  English  emigrants  of  mid-century 
came  largely  from  the  West  Country,  and  they  were  men  with 
little  sympathy  for  Puritanism.  Many  were  attracted  by  oppor¬ 
tunities  for  trade;  others  were  artisans  and  yeoman  farmers,  from 
the  “middling”  orders  of  English  society.  The  latter  came  in  hunger 
for  land,  to  regain  in  the  New  World  a  niche  out  of  which  they 
had  been  washed  by  the  economic  and  social  currents  of  the  old. 
Between  the  motivations  of  these  later  emigrants  and  those  of 
Franklin’s  Poor  Richard  there  is  only  the  difference  of  a  more 
explicit  secularism.  In  sum,  it  is  necessary  to  conclude  that  to  a 
significant  extent  mercantile  success  was  not  so  much  owing  to 
Puritanism  as  achieved  at  its  expense. 

The  Merchants 

There  exist  additional  reasons  why  Weber’s  thesis  must  be  qualified. 
Its  emphasis  upon  the  contribution  of  the  Protestant  ethic  under¬ 
estimates  the  power  of  external  conditions  to  thwart  mercantile 
intent.  A  number  of  students  of  the  period  go  so  far  as  to  maintain 
that  the  colonial  merchant  was  all  but  helpless  in  the  face  of 
external  obstacles.  I  believe  this  to  be  an  overstatement  of  the  case, 
yet  one  in  which  there  is  much  truth.  The  “givens”  of  technology 
and  economic  geography  framed  narrowly  the  scope  of  the  mer¬ 
chant’s  entrepreneurial  freedom,  but  that  these  and  other  limita¬ 
tions  did  not  leave  the  life  of  trade  entirely  in  the  lap  of  luck  is 
suggested  by  the  following  late-eighteenth-century  complaint  of 
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a  Baltimore  merchant  to  his  Boston  agent:  “I  can  only  say  this  that 
if  we  do  not  pay  strict  attention  in  writing  &  answering  our  Letters 
by  every  post,  we  had  better  leave  writing  at  all.  [sic]  and  trust 
all  to  Chance. — ” 

The  port  cities  (see  Table  II)  were  the  habitat  of  the  mer¬ 
chants,  and  foreign  and  coastal  commerce  their  bailiwick.  To  some 
extent  in  Charleston,  but  very  much  more  so  in  the  ports  north 
of  Maryland,  native  rather  than  British  merchants  conducted  com¬ 
merce.  These  ports  were  outlets  for  products  in  which  British 
capital  had  little  interest.  Not  only  was  the  hinterland  of  the 
northern  colonies  less  productive  than  that  of  the  South,  but  many 
of  the  region’s  most  important  products,  especially  wheat,  cattle, 
and  fish,  were  as  a  rule  unwanted  in  England.  Natives  plied  the 
banks  of  Newfoundland,  the  coastal  settlements,  the  West  Indies, 
Africa,  and  southern  Europe  to  find  commodities  that  would  en¬ 
able  them  to  obtain  specie,  bills  of  exchange  on  London,  and  other 
means  of  paying  for  imports  of  English  manufactures.  English  ves¬ 
sels,  however,  dominated  transatlantic  commerce,  and  the  area  of 
main  interest  to  American  shipping  was  the  coasting  and  West 
Indian  trades,  where  the  smaller  size  of  colonial  vessels  and  their 
relative  closeness  to  home  ports  gave  them  advantages  in  operat¬ 
ing  costs.  English  ships,  moreover,  were  required  to  take  out  bond 
to  return  immediately  to  the  mother  country.  Low  relative  costs 
and  lack  of  staples  for  British  markets  thus  opened  a  wide  com¬ 
mercial  area  to  Yankee  ingenuity.  And  to  that  of  merchants  of 
Philadelphia  and  Baltimore  as  well.  The  latter  port  began  its  rise 
after  the  mid-eighteenth  century,  when  the  growing  ascendancy  of 
wheat  over  tobacco  in  western  Maryland  and  adjacent  parts  of 
Pennsylvania  opened  the  way  for  a  native  merchant  class  to  mar¬ 
ket  it. 

Seated  in  his  countinghouse  in  one  of  the  coastal  cities  and 
not  accompanying  his  wares  to  market,  the  colonial  merchant  * 
necessarily  depended  upon  others  for  market  information  upon 
which  to  base  his  investment  decisions  and  for  the  means  of  trans¬ 
acting  his  business  at  distant  ports.  His  most  important  decisions 
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were  these:  what  commodities  to  ship  and  in  what  assortment; 
where  to  ship  them;  to  whom  to  entrust  their  sale;  what  terms  to 
sell  on;  what  disposition  to  make  of  the  proceeds  of  sale;  and 
what  to  load  for  the  homeward  cargo.  The  man  to  whom  he  en¬ 
trusted  their  execution  was,  as  a  rule,  either  his  ship’s  captain  or 
some  merchant  who  resided  at  the  port  of  destination  and  who 
thus  served  as  his  commission  agent.  He  himself  typically  served 
merchants  of  other  ports,  both  foreign  and  home,  in  the  same 
capacity,  so  that  nearly  every  merchant  now  acted  as  principal, 
consigning  goods  on  his  own  account,  and  now  as  agent,  selling 
and  shipping  them  in  response  to  distant  orders.  Throughout  the 
colonial  period  and  well  into  the  nineteenth  century  resident  mer¬ 
chants  utilized  the  services  of  both  captains  and  agents,  and 
sometimes  of  supercargoes,  with  captains  tending  to  predominate 
in  the  West  Indian  trade.  Because  the  basic  continuity  of  condi¬ 
tions  and  techniques  is  not  interrupted  until  the  advent  of  improved 
communications,  I  shall  sometimes  draw  upon  early  postcolonial 
evidence  in  the  following  discussion. 

The  wise  selection  and  management  of  captains  and  agents 
was  the  most  important  nonpolitical  factor  in  business  success. 
In  the  seventeenth  century,  when  the  volume  of  trade  was  relatively 
small,  personal  relationships  predominated.  Family  partnerships 
were  conspicuous,  as  they  had  been  for  centuries  in  European 
commerce.  The  researches  of  Bernard  Bailyn  have  shown  that 
first  commercial  contacts  were  secured  to  a  striking  degree  by 
the  cement  of  kinship,  with  brothers,  sons,  and  “in-laws”  very 
frequently  becoming  the  colonial  agents  of  their  European  relatives. 
The  eighteenth  century  by  no  means  entirely  transfigured  old 
patterns:  family  partnerships  continued  to  play  an  important  role 
in  the  institutional  arrangements  by  which  trade  was  conducted. 

Yet  a  growing  volume  of  trade  brought  greater  regularity  in 
shipments,  an  increased  familiarity  with  commodities  and  mar¬ 
kets,  and  more  routine  in  business — factors  that  together  made  for 
greater  impersonality  in  its  conduct.  As  James  B.  Hedges  points 
out,  by  mid-eighteenth  century  the  trade  of  New  England  with  the 
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Caribbean  was  so  well  standardized  that  a  merchant  need  not 
puzzle  his  brain  as  to  the  proper  ingredients  of  a  suitable  cargo. 
Within  the  managerial  area  subject  to  his  control  the  most  important 
remaining  puzzle  was  how  to  obtain  and  hold  the  services  of  re¬ 
liable  men,  and  to  an  increasing  degree  men  bound  to  each  other 
only  in  mutual  interest  found  that  ex  post  facto  criticism  furnished 
a  guide  to  subsequent  conduct  that  was  capable  of  minimizing  the 
costs  of  poor  judgment.  The  prospect  of  commissions  from  future 
consignments  made  men  wish  to  serve  each  other  as  well  as  they 
could.  And  if  after  trial  and  remonstrance  an  agent  continued  to 
prove  unsatisfactory,  he  might  be  dropped  in  favor  of  an  alternative 
house  recommended  by  a  returning  ship’s  captain  or  business  as¬ 
sociate.  Surely  W.  T.  Baxter’s  conclusion  that  the  eighteenth-century 
merchant  “had  perforce  to  trust  his  agents  blindly”  is  unduly  pes¬ 
simistic. 

This  is,  of  course,  not  to  deny  that  merchants  displayed  con¬ 
trasting  degrees  of  skill  in  these  matters.  Robert  Oliver  &  Brothers, 
highly  successful  merchants  of  Baltimore  in  the  late  eighteenth 
and  early  nineteenth  centuries,  constantly  sought  to  place  their 
business  “in  the  hands  of  Men  of  Stability,  good  information  & 
undoubted  integrity.”  When  they  found  a  correspondent  who  was 
“Solid,  Liberal  [in  making  advances  on  unsold  cargoes]  &  Active 
[,]  qualities  we  consider  absolutely  necessary  for  an  agent,”  they 
endeavoured  to  hold  on  to  him.  They  were  highly  reluctant  to 
change  correspondents,  and  almost  always  did  so  only  after  long 
and  repeated  efforts  to  accommodate  differences.  But  to  a  mer¬ 
chant  who  had  sent  them  “so  particular”  an  order  that  they  pre¬ 
ferred  not  to  fill  it,  the  Olivers  rather  majestically  wrote:  “We  have 
no  desire  to  do  commission  business  unless  we  can  give  perfect 
satisfaction  and  if  you  should  hereafter  think  proper  to  give  us  any 
orders,  we  advise  you  to  state  your  views  and  expectations  and 
leave  us  to  Judge  of  the  propriety  of  carrying  them  into  effect.” 

As  with  the  Olivers,  so  with  others.  The  biographer  of  the 
Pepperells  of  Piscataqua  concludes  that  “an  important  element” 
in  the  success  of  these  late  seventeenth-  and  early  eighteenth- 
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century  New  Hampshire  merchants  “was  their  ability  to  maintain 
satisfactory  relations  with  their  correspondents.”  On  the  other  hand, 
James  Beekman  of  mid-eighteenth-century  New  York,  “frequently 
spelled  out  in  his  orders  price  specifications  which  bore  little  rela¬ 
tion  to  the  actual  state  of  the  British  market  into  which  his  orders 
came.”  In  other  matters,  says  Philip  L.  White,  he  displayed  “a 
remarkable  talent  for  vagueness  and  ambiguity.”  The  Nathan 
Trotters  of  early  nineteenth-century  Philadelphia,  in  the  words  of 
Elva  Tooker,  “often  .  .  .  left  so  little  discretion  to  their  agents 
that  the  latter  were  prevented  from  taking  action  when  oppor¬ 
tunities  arose  quite  unforeseen.”  The  examples  might  be  multiplied. 
The  point  of  them  is  this:  the  fact  that  merchants  reacted  differ¬ 
ently  to  a  common  environment  somewhat  reduces  the  significance 
of  external  obstacles  as  general  explanations  of  failure. 

The  evidence  available  for  weighing  the  question  whether  in¬ 
dividual  merchants  also  differed  in  their  skills  in  internal  manage¬ 
ment  is  difficult  to  assess.  It  takes  the  form  of  surviving  book¬ 
keeping  records,  mostly  dating  from  the  eighteenth  and  early  nine¬ 
teenth  centuries.  In  the  only  substantial  study  of  colonial  account¬ 
ing  practices  yet  made,  W.  T.  Baxter  concludes  that  the  overwhelm¬ 
ing  majority  of  merchants  kept  their  books  by  crude  single-entry 
techniques.  Baxter  finds  accounting  records  to  have  been  little  more 
than  lists  of  debtors  and  creditors,  employed  for  the  primary  pur¬ 
pose  of  facilitating  barter  exchange.  He  finds  few  accounts  for 
cash  or  merchandise  and  little  evidence  that  the  profit-and-loss  ac¬ 
count  served  as  anything  more  than  a  means  of  writing  off  bad 
debts.  While  merchants  had  a  “nodding  acquaintance”  with  the 
standard  ledger,  they  seem  generally  to  have  been  dilatory  in  their 
bookkeeping  habits.  Baxter  explains  all  this  by  the  tiny  scale  of 
operations,  the  prevalence  of  barter,  the  snail-like  pace  of  transport, 
and  a  preference  for  a  relaxed  tempo  in  business  together  with  a 
relish  for  negotiation  on  the  part  of  the  colonial  businessman. 

One  may  cite  exceptions  to  these  conclusions;  for  example, 
the  case  of  Jonathan  Trumbull,  who  periodically  balanced  his  ac¬ 
counts  in  the  1730’s  and  1740’s.  But  pending  a  thorough  canvass 


THE  DEPENDENT  YEARS 


[53 

of  all  known  survivals,  it  is  difficult  to  be  sure  of  the  significance 
of  such  examples.  In  view  of  the  fact  that  even  at  the  end  of  the 
eighteenth  century  in  England  it  was  mainly  wholesale  merchants 
who  utilized  double-entry  bookkeeping — and  by  no  means  all  of 
them — the  hypothesis  may  be  advanced  that  as  trade  increased  in 
volume  in  the  eighteenth  century,  the  larger  merchants  were  the 
ones  most  likely  to  adopt  the  more  efficient  housekeeping  tech¬ 
nique  that  double  entry  affords.  Virginia  Harrington  reports  that 
“most”  wholesale  houses  in  New  York  appear  to  have  used  double 
entry  on  the  eve  of  the  Revolution,  and  she  cites  the  ledger  and 
wastebook  of  the  Livingstons  as  “models  of  the  double-entry 
books.”  Similarly,  one  may  point  to  the  Baltimore  records  of 
Oliver  &  Thompson  in  the  1780’s,  of  Robert  Oliver  &  Brothers  in 
the  1790’s,  and  of  Alexander  Brown  &  Sons  after  1800  as  excellent 
examples  of  full  double  entry,  but  all  these  men  were  post-Revolu- 
tion  migrants  to  America  who  evidently  brought  their  knowledge 
with  them.  The  extent  to  which  earlier  residents  responded  to  such 
newspaper  advertisements  as  John  Miller’s  offer  in  the  South  Caro¬ 
lina  Gazette  of  May  1733  to  teach  “the  Italian  method  of  book¬ 
keeping”  is  yet  to  be  determined.  However,  when  a  more  complete 
understanding  of  colonial  practices  is  possible,  I  think  it  will  be 
found  that  bookkeeping  records  of  past  profit  or  loss  weighed  very 
little  and  fresh  market  information  very  much  in  investment  de¬ 
cisions.  If  so,  external  management  will  be  seen  to  have  been 
more  important  than  internal. 

Even  with  the  latest  and  most  complete  information  concerning 
alternative  markets,  two  factors  made  for  a  high  degree  of  risk  and 
uncertainty.  One  was  the  slowness  of  transport  in  an  age  of  sail, 
the  other  the  small  if  constantly  growing  markets,  especially  those 
of  the  vastly  important  West  Indies.  While  the  irregularity  of  ships 
under  sail  has  been  overstressed,  it  must  be  conceded  that  arrival 
times  often  depended  on  wind  and  weather.  And  supply  conditions 
on  arrival  frequently  proved  disappointing.  In  the  West  Indies  even 
in  the  eighteenth  century,  Richard  Pares  tells  us,  “Only  three  ports 
— Bridgetown  in  Barbados,  Kingston  in  Jamaica,  and  above  all  the 
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Dutch  island  of  St.  Eustatius — were  markets  of  conspicuous  size 
or  wide  commercial  connections.  The  capitals  of  the  lesser  islands 
were  glutted  by  a  very  few  cargoes — still  more  so  the  smaller 
towns  like  Spikestown,  Barbados.”  And  with  nearly  every  article 
of  North  American  produce  except  lumber  and  livestock  perishable 
in  the  tropics,  cargoes  arriving  when  prices  were  low  could  not 
be  stored  for  long  to  await  an  upturn  in  the  market.  These  were 
among  the  main  reasons  the  merchant  usually  consigned  his  West 
Indian  cargoes  to  his  captain,  so  that  the  latter  might  be  free  to 
move  from  port  to  port  to  effect  the  best  possible  sale. 

In  view  of  the  many  difficulties  he  faced,  it  is  small  wonder 
that  the  colonial  merchant  approached  the  business  of  earning  his 
living  with  many  fingers  in  many  small  pies.  A  general  shortage  of 
circulating  currency  cut  the  fluidity  of  commercial  exchange.  Pro¬ 
vincial  governments  pleased  him  by  sometimes  issuing  paper  cur¬ 
rency,  but  not  a  single  commercial  bank  was  to  exist  till  after  the 
Revolution.  Commodities  turned  slowly  on  cumbersome  wheels  of 
barter,  and  as  late  as  the  years  1755—70  Thomas  &  John  Hancock 
of  Boston  averaged  about  three  transactions  per  working  day.  How 
few  these  were  may  be  seen  by  comparison  with  the  1940’s,  when 
a  typical  Boston  department  store  averaged  better  than  five  thou¬ 
sand  per  day.  Because  demand  for  any  one  service  was  too  small 
to  afford  him  an  adequate  livelihood,  he,  like  most  other  colonial 
enterprisers  rural  and  urban,  undertook  to  provide  numerous  ones. 
He  was  not  only  exporter  and  importer,  wholesaler  and  retailer, 
a  trader  on  his  own  account  and  a  commission  man,  but  money¬ 
lender,  insurer,  owner  of  shares  in  vessels,  and  freighter  of  space 
as  well.  Success,  as  Hedges  has  well  observed,  demanded  that  he 
“use  continuously  every  ounce  of  wit,  imagination,  patience,  and 
perseverance  which  he  possessed.” 


“Political  Capitalism ” 

Some  men  used  these  and  perhaps  other  qualities  as  well  to  obtain 
special  advantages  from  government.  As  Gabriel  Kolko  suggests, 
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the  kind  of  “capitalism”  they  produced  owed  little  to  the  Protes¬ 
tant  ethic.  Indeed,  their  actions  “tended  to  create  a  political  capital¬ 
ism  in  which  economic  success  was  determined  far  more  by  political 
and  social  connections  than  by  any  special  religious  motivations.” 
The  origins  of  a  situation  that  was  to  prove  favorable  to  political 
manipulation  have  been  traced  by  Bernard  Bailyn  to  the  determina¬ 
tion  of  the  Restoration  government  to  exercise  a  closer  supervision 
over  its  mercantile  empire.  Civilian  and  military  officers  dispatched 
during  and  after  the  third  quarter  of  the  seventeenth  century  from 
Great  Britain  to  the  colonies — customs  functionaries  and  lesser 
bureaucrats — tended  to  settle  in  the  larger  trading  centers,  where 
they  became  nuclei  of  expanding  colonial  administrations.  Colonial 
officialdom  became  a  “major  social  magnet,”  not  only  because  it 
represented  cosmopolitan  fashion  and  political  influence  but  also 
because  it  offered  access  to  those  who  controlled  government  con¬ 
tracts  and  other  economic  advantages.  The  British  government, 
to  enable  its  colonial  executives  and  their  advisors  to  enforce  its 
more  rigorous  policy,  made  available  to  them  a  measure  of  patron¬ 
age.  Within  the  gift  of  the  governor  were  public  offices  “dealing 
with  matters  that  profoundly  affected  the  basis  of  economic  life — 
tax  collection,  customs  regulation,  and  the  bestowal  of  land  grants.”  x 

An  “inner  circle  of  privilege”  arose  and  in  time  became  a 
wedge  dividing  the  merchants  into  those  who  benefited  and  those 
who  did  not.  Thus,  when  the  Massachusetts  legislature  began  the 
legal  distribution  of  land  for  primarily  speculative  purposes  in 
the  1720’s,  it  was  the  town  merchants  with  influential  political 
connections  who  acquired  it.  Thus,  Thomas  Hancock  of  Boston, 
using  as  his  agents  in  England  the  influential  political  agents  of 
Massachusetts  Bay,  secured  the  greater  part  of  his  fortune  through 
British  army  contracts  and  by  manipulating  British  Treasury  bills. 
The  wedge  swelled  and  aroused  among  those  who  failed  to  benefit 
from  political  favoritism  a  mounting  cynicism  concerning  the  uses 
of  government,  a  cynicism  that  was  to  feed  the  distrust  of  the  ex¬ 
ecutive  that  marks  the  Revolution. 

Any  evaluation  of  the  force  of  the  Protestant  ethic,  in  sum. 
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must  take  into  account  the  use  made  by  some  men  of  political 
means  and  also  the  external  difficulties  that  often  thwarted  the 
“best  laid  plans.”  Admittedly,  much  in  the  colonial  admixture 
testifies  against  the  point  of  rational,  systematic  business  con¬ 
duct.  But  not  everything  does.  It  is  impossible  to  believe  that  the 
success  of  some  men  did  not  owe  something  to  an  entrepreneurial 
efficiency  greater  than  that  of  other  men.  For  them  the  Protestant 
ethic  may  well  have  sustained  the  systematic  regularity  of  their 
ways.  If  some  men  escaped  the  limiting  conditions  of  the  colonial 
v  economy  via  political  favoritism,  others  did  so  by  entrepreneurial 
ingenuity.  Both  paths  led  to  success,  and  after  1750  fine  town 
houses  with  spacious  rooms,  elegant  appointments,  and  imported 
luxuries  made  their  appearance  in  the  leading  ports.  By  mid-century 
all  the  coastal  towns  contained  what  Carl  Bridenbaugh  has  called  a 
“maritime  gentry”:  the  Almys,  Browns,  Channings,  and  Collinses 
of  Newport;  the  Beekmans,  Morrises,  Rutgers,  and  Crommelins  of 
New  York;  the  Laurenses,  Manigaults,  Brewtons,  and  Gadsdens 
of  Charleston;  to  name  only  a  few.  One  of  the  larger  mercantile 
fortunes  was  that  of  Thomas  Hancock  of  Boston,  who  left  an  estate 
estimated  at  <£.  100,000  in  Massachusetts  currency  at  his  death  in 
1764. 

But  the  fact  that  we  can  name  names  ought  give  us  pause. 
Such  is  the  attrition  of  history  that  it  is  usually  the  prominent 
and  successful  whose  valued  records  survive,  and  in  all  probability 
we  can  never  learn  in  detail  the  stories  of  the  far  more  numerous 
smaller  men  who  eked  out  bare  livings  or  failed.  This  is  highly 
regrettable,  for  an  explanation  of  failure  is  essential  to  an  explana¬ 
tion  of  success.  Was  the  prime  ingredient  in  failure  smallness  of 
capital  resources,  inefficiency  of  entrepreneurship,  or  lack  of  the 
advantages  made  possible  by  political  connections?  We  do  not 
know  nearly  enough  to  say  how  many  of  the  more  successful  owed 
their  fortunes  to  favoritism,  or  the  extent  to  which  they  did.  Yet 
the  studies  of  Bernard  Bailyn  in  particular  suggest  the  importance 
of  this  ingredient  in  success  and  afford  a  base  for  the  hypothesis 
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that  had  favoritism  played  a  lesser  role  and  entrepreneurial  effi¬ 
ciency  a  larger  one,  the  latter  might  have  exerted  an  impact  upon 
the  rate  of  growth.  Political  favoritism  affords  a  path  too  narrow 
for  large  numbers  to  crowd  upon,  but  entrepreneurial  efficiency 
is  imitable.  While  it  is  important  that  the  few  lead,  it  is  more 
important  that  the  many  be  able  to  follow.  What  counts  for 
economic  growth  is  the  spread,  the  deepening,  the  permeation  of 
a  population  by  cost-reducing  efficiencies.  Imitation  is  more  im¬ 
portant  than  innovation. 


Social  Structure 

Considerations  of  these  kinds  raise  the  broader  question  whether 
the  structure  of  colonial  society  was  favorable  to  growth.  How 
rigid  were  its  class  lines,  how  difficult  was  it  to  cross  them,  to 
climb  the  ladder  of  income  and  status?  It  is  possible  to  cite 
numerous  instances  in  which  individuals  rose  from  humble  origins 
to  high  levels  of  economic  success,  political  power,  and  social 
prestige.  George  Taylor,  a  signer  of  the  Declaration  of  Independ¬ 
ence,  came  to  America  as  an  Irish  redemptioner.  Daniel  Dulaney, 
one  of  Maryland’s  prominent  lawyers,  began  his  career  as  an 
indentured  servant.  So  did  Charles  Thompson,  the  secretary  of  the 
Continental  Congress.  Concrete  figures  for  particular  men  may 
be  given  for  both  the  seventeenth  and  eighteenth  centuries.  Robert 
Turner,  an  indentured  servant  in  Boston  in  1632,  died  in  1664  with 
an  estate  of  <£.  1,600.  Samuel  Shrimpton  set  up  as  a  brazier,  was 
inventoried  at  £  1,800  at  his  death  in  1698,  and  is  said,  besides, 
to  have  owned  most  of  Beacon  Hill.  Ten  years  after  leaving  Eng¬ 
land  in  1766  with  £  250,  Bernard  Cory,  linen  draper,  had  a  wife 
and  three  children,  six  thousand  acres  of  land  in  Pennsylvania, 
and  stock  worth  £  2,000.  John  Henderson,  a  Scot  who  arrived 
in  America  in  1746  and  was  apprenticed  in  the  seafaring  trade, 
valued  his  house  and  stores  and  other  property  at  £.  927  thirty 
years  later.  To  these  examples  we  may  add  the  testimony  of 
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prominent  persons  from  the  conservative  Thomas  Hutchinson, 
governor  of  Massachusetts,  to  Crevecoeur  and  Benjamin  Franklin 
in  support  of  the  thesis  “America,  land  of  opportunity.”  You  may 
depend  upon  it,”  says  William  Allen  about  the  middle  of  the 
eighteenth  century,  “that  this  is  one  of  the  best  poor  Man’s  Coun- 
trys  in  the  World.” 

The  difficulty  with  the  too  familiar  historical  technique  of 
“proof  by  example”  is  that  it  may  quite  easily  be  used  to  “prove” 
the  opposite.  Consider  the  ledgers  of  Samuel  Holten,  Jr.,1  a 
physician  who  lived  in  Danvers,  Massachusetts,  near  Gloucester. 
Running  consecutively  for  sixteen  and  a  half  years  from  June 
1757  to  approximately  the  end  of  1773,  with  occasional  entries  as 
late  as  1792,  these  ledgers  record  sums  owed  for  a  variety  of 
medical  services.  Time  and  again  the  physician  was  obliged  to 
note  alongside  the  name  of  some  debtor:  “Dead  and  left  nothing,” 
“Dead  and  left  no  estate,”  “An  insolvent  estate,”  or  some  variant 
testimony  to  poverty.  During  the  years  1757-74  a  total  of  35  per¬ 
sons  are  so  identified.  Of  these,  23  were  male  and  12  female, 
seven  of  the  latter  being  widows.  A  count  of  the  number  of 
patients,  however,  necessarily  rough  because  the  names  in  the 
index  are  lined  out  and  sometimes  illegible,  reveals  that  the  in¬ 
solvents  formed  only  between  5  and  10  per  cent  of  the  total,  prob¬ 
ably  closer  to  5  per  cent. 

Additional  evidence  of  the  existence  of  poverty  may  be  cited. 
By  1650,  according  to  Carl  Bridenbaugh,  care  of  the  poor  had  be¬ 
come  a  community  function  in  Boston,  Newport,  and  New  Amster¬ 
dam.  In  the  1730’s,  he  adds,  all  the  leading  seaport  towns  except 
Newport  built  almshouses,  with  Newport  following  in  1746.  Nor 
were  rural  regions  free  of  poverty.  In  eighteenth-century  Virginia, 
Charles  S.  Sydnor  tells  us,  aged  paupers  looked  to  the  county 
government  for  assistance.  One  of  the  functions  of  the  Albermarle 
County  Court  was  to  appoint  persons  to  supervise  elections  of 
overseers  of  the  poor.  To  these  institutional  and  other  evidences 
may  be  added  such  contemporary  voices  as  that  of  Urian  Oakes, 

1  Library  of  Congress,  Division  of  Manuscripts. 
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a  New  England  minister  who  in  1673  described  “the  people”  as 
“generally  poor  and  low  enough.” 

It  is  perfectly  clear  that  colonial  society  had  its  poor  and  also 
its  well-to-do.  What  we  do  not  yet  know  is  how  large  either  group 
was  in  relation  to  the  total  population,  nor  the  ease  or  difficulty 
typically  encountered  in  moving  from  one  to  the  other.  We  cannot 
know  these  things,  Richard  B.  Morris  has  recently  reminded  us, 
until  such  sources  as  land  records,  church  records,  inventories  of 
estates,  and  immigration  lists  are  systematically  mined  in  all  the 
colonies.  What  happened  to  the  poor  redemptioner  and  the  con¬ 
vict  servant  after  they  had  completed  their  terms  of  service?  Did 
they  pick  up  land?  advance  politically?  What  of  their  children?  As 
yet,  Morris  concludes,  “We  lack  the  kind  of  basic  data  needed  to 
make  valid  generalizations  on  whether  there  was  in  fact  a  rigid 
caste  system  or  a  considerable  degree  of  mobility  within  the  social 
structure.” 

Pending  the  results  of  the  widespread  digging  for  which  Morris 
calls,  one  may  rest  tentative  impressions  upon  a  few  general  con¬ 
siderations  and  upon  researches  already  done  for  some  of  the 
colonies.  While  local  and  occasional  exceptions  exist,  surely  settle¬ 
ment  needs  for  land  could  generally  be  met  with  relative  ease  from 
its  abundance.  A  broad  middle  belt  of  “ample  subsistence,”  to 
use  the  phrase  by  which  Crevecoeur  characterized  the  situation  of 
the  typical  American,  must  have  stretched  betwen  the  extremes 
of  poverty  and  wealth.  It  is  unlikely  that  the  width  of  this  belt 
was  uniform;  it  must  have  covered  degrees  of  plenitude  and  varied 
with  the  facts  of  economic  geography,  especially  fertility  of  soil 
and  ease  of  transportation.  Yet  probably  in  few  societies  in  his¬ 
tory  have  the  means  of  subsistence  been  so  widely  distributed 
among  the  mass  of  the  people  as  in  colonial  America.  The  Reverend 
Andrew  Burnaby’s  description  in  1759  of  the  German  settlements 
he  had  visited  on  the  frontier  along  the  Shenandoah  River  may 
well  prove  to  characterize  a  far  broader  group  of  colonists:  “Their 
inexperience  of  the  elegancies  of  life  precludes  any  regret  that 
they  possess  not  the  means  of  enjoying  them:  but  they  possess 
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what  many  princes  would  give  half  their  dominions  for,  health, 
content,  and  tranquility  of  mind.”  They  were,  he  added,  “ignorant 
of  want.” 

The  greater  the  degree  of  ignorance  of  want,  however,  the 
lower  the  demand  for  goods  and  services.  It  is  not  too  much  to 
say  that  economic  growth  required  the  conversion  of  that  ignorance 
to  knowledge  and  the  diffusion  of  this  knowledge  among  the  popu¬ 
lation.  Without  wants  markets  cannot  exist,  and  to  the  extent  that 
families  and  communities  enjoyed  a  high  degree  of  self-sufficiency, 
to  the  extent  that  transportation  obstacles  and  low  incomes  per 
capita  limited  the  size  of  markets,  specialization,  and  the  diver¬ 
sification  of  the  economy,  to  that  extent  growth  was  inhibited. 
The  pertinent  question  we  must  now  face  is  this:  what  was  the 
effect  of  a  slow  rate  of  economic  growth  upon  the  degree  of  social 
mobility? 

It  is  necessary  to  proceed  gingerly  here,  for  the  ground  is  not 
well  known.  It  is  the  thesis  of  recent  work  by  sociologists  Seymour 
M.  Lipset  and  Reinhard  Bendix  that  “social  mobility  is  an  in¬ 
tegral  and  continuing  aspect  of  the  processes  of  urbanization,  in¬ 
dustrialization  and  bureaucratization.”  These  are  processes  which, 
by  increasing  the  number  of  occupational  rungs  in  the  social  ladder, 
afford  a  larger  opportunity  for  more  people  to  climb  to  higher 
levels  of  income  and  status.  Surely  the  presence  of  these  processes, 
particularly  the  first  two  of  them,  is  properly  to  be  associated  with 
opportunity  for  a  higher  degree  of  vertical  mobility  within  society. 
But  it  does  not  follow  that  these  processes  alone  make  for  it. 
Another  sociologist,  Bernard  Barber,  has  found  much  historical 
evidence  of  vertical  mobility  in  nonindustrial  societies;  for  ex¬ 
ample,  those  of  early  feudal  Europe,  prerevolutionary  France, 
and  seventeenth-century  England.  Other  scholars  have  similarly 
disclosed  the  existence  of  opportunities  for  upward  movement  in 
China,  Indonesia,  India,  and  Pakistan. 

The  “table  of  organization”  of  the  Virginia  Company  cer¬ 
tainly  made  no  provision  for  upward  mobility.  Indeed,  the  com¬ 
pany’s  original  plans  for  quick  profits  from  precious  metals  and 
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trade  left  no  room  for  the  contemplation  of  a  social  order,  and 
the  people  it  sent  to  Virginia  between  1607  and  1609  occupied 
the  status  of  workmen.  In  order  to  attract  labor,  however,  the 
company  subsequently  had  to  create  the  status  of  landowner,  to 
offer  a  share  of  company  stock  and  a  grant  of  land  to  men  willing 
to  work  for  the  company  for  seven  years.  Here,  as  Sigmund 
Diamond  points  out,  was  a  “guaranty  of  social  mobility.”  Almost 
from  the  outset  of  colonial  settlement,  therefore,  the  shortage 
of  labor  in  relation  to  the  abundance  of  land  led  to  a  multiplica¬ 
tion  of  “statuses,”  thus  effecting  a  transition  from  a  joint-stock 
company  s  table  of  organization  to  the  beginnings  of  a  more  com¬ 
plex  society. 

In  Massachusetts  the  Puritan  ideal  of  a  divinely  planned  society 
of  fixed  classes,  with  each  man  in  his  appointed  place,  held  on 
somewhat  longer,  although  buffeted  by  the  West  Country  deviants 
of  the  mid-seventeenth  century.  By  the  closing  decades  of  that 
century  it  was  clear  that  men  would  not  “remain  forever  in  the 
stations  to  which  they  were  bom,”  nor  would  “inferiors,”  as  Perry 
Miller  expresses  it,  “eternally  bow  to  gentlemen  and  scholars.” 
The  children  and  grandchildren  of  the  first  Calvinists  tended  to  be 
assimilated  into  a  larger  mercantile  world  where  status  was  de¬ 
termined,  in  Gabriel  Kolko’s  words,  “more  by  accumulated  wealth 
than  theological  niceties.” 

Blueprint  aristocracy  failed  to  fit  an  environment  in  which  land  4 
was  plentiful  and  labor  scarce,  and  the  researches  of  Robert  E. 
and  B.  Katherine  Brown  have  shown  how  considerable  was  the 
resulting  social  mobility  that  developed  not  only  in  Massachusetts 
but  also  in  Virginia.  The  entire  “institutional  structure  of  society 
which  had  supported  culture  in  Europe  and  effected  its  transfer 
from  generation  to  generation,”  Bernard  Bailyn  has  emphasized, 
“was  severely  damaged  in  the  course  of  transplantation.”  By  the 
eighteenth  century,  as  we  shall  see  in  chapter  eight,  the  family  was 
increasingly  losing  its  control  of  the  processes  of  education,  and 
with  it,  Bailyn  suggests,  its  control  of  “recruitment  into  trades  and 
professions,”  a  control  that  had  maintained  an  ordered  society 
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and  imposed  “a  measure  of  constriction  on  economic  growth.” 
This  development,  he  further  suggests,  “released  entrepreneurial 
energies,  propelled  forward  occupational  and  hence  more  generally 
social  mobility,  and  further  softened  the  lines  of  social  strati¬ 
fication.” 

It  is  true  that  quitrents,  or  commutations  of  feudal  services, 
were  charged  upon  a  vast  amount  of  colonial  land  and  often 
served  as  occasions  for  serious  dissension.  But  other  restrictions 
were  more  nominal  than  real.  Primogeniture  and  entail  proved 
more  an  encumbrance  than  a  benefit,  and  neither  took  deep  root 
in  America.  Jefferson’s  celebrated  sponsorship  of  their  abolition 
in  post-Revolution  Virginia  was  far  less  a  substantive  reform  than 
a  sweeping  up  of  dead  letters.  All  of  the  colonies  imposed  property 
qualifications  for  voting,  but  so  widespread  was  the  distribution 
of  freehold  property  that  the  requirements  proved  widely  permis¬ 
sive  rather  than  restrictive.  And  in  small  communities  where 
neighbors  knew  each  other,  even  the  propertyless  were  permitted 
to  cast  their  ballots  without  challenge  except  in  closely  contested 
elections. 

These  things  said,  and  due  acknowledgement  paid  the  tendency 
of  American  realities  to  scour  sharp  edges  into  roundness,  to  reduce 
jell  to  fluidity  and  to  convert  the  social  staircase  into  a  ramp,  it 
must  also  be  said  that  we  are  not  discussing  the  Garden  of  Eden. 

J  Sharp  against  the  social  landscape  are  the  features  of  the  gentry, 
maritime  and  landed,  an  elite  elegant  and  mannered,  in  possession 
of  the  artifact  badges  of  betterfolk,  expecting  and  receiving  social 
deference,  and  donning  the  mantle  of  political  leadership  as  the 
obligation  of  gentlemen.  An  elite  dominated  politics  in  many  parts 
of  the  country,  completely  so  in  the  Chesapeake  society  and  in 
that  of  the  Carolina  low  country.  Sydnor  stresses  the  dependence 
of  the  lesser  folk  of  Virginia  upon  the  leadership  of  gentlemen, 
and  Bridenbaugh  finds  the  same  phenomenon  among  small  farmers 
in  the  Carolina  backcountry.  In  New  York  politics,  says  Morris,  a 
massive  party  rift  between  the  great  landowning  families  came  to 
an  end  only  with  the  political  exile  of  one  of  them.  But  while 
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elites  existed,  it  is  necessary  to  add,  they  proved  highly  changeful 
in  the  grinding  factionalism  of  colonial  politics,  and  in  no  Euro¬ 
pean  sense  of  the  word  can  it  be  maintained  that  they  formed  an 
aristocracy.  This  was  not,  that  is  to  say,  the  society  of  George  III. 
But  neither  was  it  that  of  Tocqueville’s  America. 

It  is  this  comparative  angle  of  vision  that  matters  most  in  any 
discussion  of  American  social  change.  If  we  compare  colonial  M 
society  with  that  of  Europe,  its  fluidity  appears  marked  indeed;  if 
the  comparison  is  between  the  seventeenth  and  eighteenth  cen¬ 
turies,  the  degree  of  mobility  of  the  latter  century  appears  on  the 
whole  much  greater,  and  if  the  comparison  is  between  the 
eighteenth  century  and  the  first  half  of  the  nineteenth  century,  it 
is  again  the  latter  period  in  which  fluidity  appears  to  excel.  While  * 
the  favorable  land-man  ratio  tended  to  exercise  its  influence  in  favor 
of  vertical  mobility  throughout  this  period,  lesser  degrees  of  other 
influences  characterized  the  colonial  years.  As  Rowland  Berthoff 
has  suggested,  a  relatively  small  amount  of  horizontal  social  move¬ 
ment  during  the  colonial  period  tended  to  make  for  a  relatively 
lesser  degree  of  vertical  mobility.  Population  gains,  he  points  out, 
came  in  the  main  from  natural  increase  rather  than  from  immigra¬ 
tion;  westward  movement,  while  constant,  did  not  exert  upon  the 
social  ways  of  the  older  seaboard  centers  the  impact  delivered  by 
the  much  greater  volume  of  that  movement  after  about  1815; 
urbanization,  while  present,  occurred  on  a  relatively  small  scale. 

So  too  did  industrialization. 

To  these  considerations  we  may  add  the  following:  few  business 
corporations,  as  we  shall  see,  existed;  governmental  functions  were 
limited;  salaried  positions  in  the  army  and  navy  were  held  by 
British  officers;  and  the  church  had  no  colonial  hierarchy  leading 
to  such  posts  as  canon,  dean,  and  bishop.  Surely  in  any  compara¬ 
tive  sense — and  it  is  with  degrees  of  difference  that  economic 
growth  is  concerned — colonial  society  afforded  a  lesser  elaboration 
of  occupational  statuses  than  did  a  later  society  marked  by  a 
greater  amount  of  horizontal  movement,  urbanization,  industrial¬ 
ization,  and  bureaucratization.  Surely  the  sound  of  the  busy  cities 
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of  the  eighteenth  century,  as  reproduced  by  Bridenbaugh,  is  im¬ 
pressive  mainly  in  relation  to  the  quietness  of  seventeenth-century 
villages.  Surely  the  “unstable,  highly  mobile,  and  heterogeneous 
society”  that  Bailyn  finds  in  eighteenth-century  America  has  a 
motion  that  is  quick  in  relation  to  its  more  “ordered”  predecessor 
society  in  the  seventeenth  century,  but  sluggish  in  relation  to  the 
one  that  followed  in  the  nineteenth. 

Indeed,  by  the  mid-eighteenth  century  itself  the  accumulation 
of  wealth  and  the  solidification  of  leading  families  in  political  and 
social  positions  anchored  in  the  power  and  prestige  of  British 
officialdom  necessarily  made  for  a  lesser  degree  of  vertical  mo¬ 
bility  than  had  previously  existed.  Bailyn  believes  that  society  in 
the  New  England  port  towns  was  “solidifying” :  “Mobility  was 
slowing  down  as  the  successful  families  tightened  their  control  of 
trade  and  politics.”  In  addition,  the  current  researches  of  Daniel 
Hovey  Calhoun  point  to  an  institutionalization  of  the  learned  pro¬ 
fessions  during  the  generation  or  so  following  mid-century,  a 
%  process  in  which  conscious  effort  was  exerted  to  raise  both  the 
intellectual  level  and  practical  performance  of  lawyers,  doctors, 
and  other  groups.  Continued  detailed  investigations  of  these  various 
signs  of  a  maturing  society  may  support  the  hypothesis  that  its 
accompanying  rigidities  were  poorly  calculated  to  withstand  the 
added  tensions  produced  by  the  British  tightening  of  the  colonial 
administrative  system  following  1763. 

At  any  rate,  it  is  difficult  not  to  believe  that  the  Revolution  itself 
exerted  a  profound  social  impact.  Not  only  had  the  British  govern¬ 
ment  supplied  what  Sydnor  called  a  “stabilizing  force,”  a  phrase 
given  new  content  by  the  recent  researches  by  Bailyn  that  we  have 
examined.  The  number  of  refugees  and  the  amount  of  property 
they  lost  must  also  be  taken  into  account.  Revolutionary  France 
lost  only  five  emigrants  per  thousand  population,  but  R.  R.  Palmer 
conservatively  estimates  that  the  loss  to  revolutionary  America 
amounted  to  no  less  than  twenty-four  per  thousand.  And  revolu¬ 
tionary  France,  ten  times  as  large  as  revolutionary  America,  “con- 
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fiscated  only  twelve  times  as  much  property  from  its  emigres,  as 
measured  by  subsequent  compensations,  which  in  each  case  fell 
short  of  actual  losses.” 


The  Role  of  Government 

It  remains  to  discuss  the  difficult  question  of  the  impact  of  gov¬ 
ernment  on  the  colonial  economy.  Did  the  British  Acts  of  Trade 
and  Navigation  encourage  or  restrain  economic  development? 
Among  modem  scholars  Oliver  M.  Dickerson  and  Lawrence  A. 
Harper  would  presumably  range  themselves  on  opposite  sides  of 
the  issue.  While  the  thrust  of  Dickerson’s  work  is  forcefully  against 
the  thesis  that  the  Navigation  Acts  belong  among  the  causes  of  the 
American  Revolution,  he  goes  beyond  this  to  present  the  pre-1764 
development  of  the  policies  underlying  the  Acts  as  a  positive  con¬ 
tribution  to  growth  in  colonial  prosperity  and  population.  Harper, 
on  the  other  hand,  maintains  that  “the  colonists  were  exploited 
by  English  mercantilism”  and  presents  quantitative  estimates  of  the 
costs  to  Americans  of  the  Navigation  Acts,  which  range  from  a 
low  of  approximately  $2,500,000  to  a  high  of  about  $7,000,000  a 
year.  Relatively  small  as  are  these  sums,  he  points  out  that  the 
annual  burden  per  capita  represented  by  the  smaller  figure  comes 
within  sixteen  cents  per  person  of  meeting  all  the  expenses  of 
operating  the  national  government  during  the  last  six  years  of 
Washington’s  administration.  A  brief  description  of  the  familiar 
Acts  must  precede  our  examination  of  the  issue. 

Enacted  from  time  to  time  after  the  mid-seventeenth  century, 
the  laws  contained  shipping,  commodity,  and  restraining  clauses. 
The  purpose  of  the  shipping  clauses  was  to  confine  the  trade  of  the 
empire  to  English  (including  colonial)  vessels  and  seamen.  The 
commodity  clauses  affected  both  colonial  exports  and  imports.  Ex¬ 
port  regulations  were  designed  to  direct  to  the  mother  country  the 
important  staples  of  the  southern  colonies  and  British  West  Indies. 
While  tobacco  and  other  “enumerated”  articles  might  also  be 
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shipped  to  another  English  colony,  the  so-called  “plantation  duties,” 
imposed  by  the  Act  of  1673,  had  the  intent,  at  least,  of  virtually 
eliminating  the  development  of  New  England  as  a  distribution  cen¬ 
ter  for  staples  shipped  directly  to  the  continent  in  New  England 
vessels.  The  objective  of  the  import  provisions  was  to  induce  the 
colonists  to  buy  British-made  goods  in  preference  to  those  manu¬ 
factured  elsewhere,  and  to  this  end  all  European  and  East  Indian 
commodities  were  required  to  pass  first  through  an  English  port  be¬ 
fore  being  sent  to  the  colonies.  The  purpose  of  the  restraining  Acts 
was  to  discourage  the  growth  within  America  of  industries  the  out¬ 
put  of  which  might  narrow  the  colonial  market  for  British-made 
goods,  and  to  this  end  the  Woolens,  Hat,  and  Iron  Acts  were  passed. 
Other  laws  regulated  the  value  of  foreign  coins  in  the  colonies  and 
limited  the  issuance  of  paper  money  at  the  behest  of  British  creditor 
interests.  In  addition  to  the  foregoing,  British  law  also  provided  for 
the  payment  of  bounties  to  encourage  the  production  of  such  items  as 
indigo  and  naval  stores  and  for  preferential  tariff  treatment  within 
the  British  market.  Informing  this  body  of  legislation  was  the 
mercantilist  conception  of  colonies  as  sources  of  raw  materials  and 
as  markets  for  the  manufactures  of  the  mother  country.  The 
American  colonies  were  thus  envisaged  as  subservient  to  the 
growth  of  English  commerce  and  industry. 

That  some  of  these  provisions  stimulated  the  colonial  economy 
seems  incontrovertible.  Indigo  provides  an  excellent  example:  the 
post-Revolution  loss  of  the  bounty  previously  paid  on  it,  together 
with  the  increased  profitableness  of  cotton,  caused  its  cultivation  to 
be  virtually  abandoned.  The  case  of  tobacco  is  more  difficult  and 
well  illustrates  some  of  the  complexities  of  the  subjunctive  mood 
in  historiography.  Harper  argues  that  Britain  was  not  the  natural 
market  for  the  crop,  which  only  went  there  under  the  compulsion 
of  law.  Its  ultimate  destination  was  the  Continent.  In  1773  official 
British  consumption  amounted  to  3,747,979  pounds,  with  the  re¬ 
mainder  of  the  100,482,007  pounds  imported  being  transshipped, 
mainly  to  Holland  and  Germany.  After  the  Revolution,  despite 
strenuous  efforts  on  the  part  of  the  British  government  to  retain 
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control  of  the  trade,  British  importations  steadily  declined  from 
99.8  per  cent  in  1773  to  62.2  per  cent  in  1790,  45.5  per  cent  in 
1799,  31.7  per  cent  in  1821,  and  22.7  per  cent  in  1840.  Would 
not  colonial  Americans  have  gained  more  by  direct  shipments  to 
the  Continent? 

In  all  probability  they  would  have,  although  not  by  as  much  as 
might  appear.  Not  all  of  the  English  middleman’s  profits,  together 
with  extra  freights,  handling  and  insurance  charges,  would  have 
gone  to  them.  Dickerson  points  out  that  the  English  merchants  did 
far  more  than  merely  transship  the  tobacco  in  the  form  in  which 
they  had  received  it  from  America.  They  graded,  sorted,  and  re¬ 
packed  it,  and  they  used  their  superior  sources  of  market  informa¬ 
tion  to  send  the  right  amounts  at  the  right  times  to  the  right  places 
for  sale.  Had  Americans  shipped  their  tobacco  directly  to  the  Con¬ 
tinent,  they  rather  than  the  British  would  have  had  to  perform 
these  middleman  services.  Dickerson  implies  that  they  would  not 
have  performed  them  as  well.  In  the  decades  following  the  Revolu¬ 
tion,  he  points  out,  total  tobacco  exports  fell  off  sharply,  and  he 
attributes  the  decline  to  the  loss  of  the  superior  British  marketing 
services. 

Other  considerations  complicate  even  more  an  effort  at  quantita¬ 
tive  precision  in  the  estimation  of  colonial  loss  from  tobacco.  Had 
New  England  rather  than  British  vessels  been  free  to  carry  the  South¬ 
ern  staple  to  Continental  markets,  those  vessels  would  probably  have 
had  to  be  large  ones.  But  the  heavier  operating  costs  of  larger  vessels 
would  have  lessened  the  ability  of  New  Englanders  to  engage 
profitably  in  the  coasting  trade  by  which  they  assembled  cargoes 
for  West  Indian  markets.  And  if  the  latter  trade  be  assumed  under 
these  changed  conditions  to  be  of  lesser  importance  as  a  means  of 
paying  for  British  imports,  the  cost  of  West  Indian  molasses  would 
have  risen  by  at  least  the  amount  of  freights  paid  on  some  non- 
New  England  ships  employed  to  import  it,  with  cost-consequences 
to  the  rum  distilling  business  of  that  section.  In  sum,  a  judgment 
that  one  of  the  clauses  of  the  Navigation  Acts  lessened  returns  to 
Americans  requires  an  estimate  of  what  the  returns  would  have 


THE  ROOTS  OF  AMERICAN  ECONOMIC  GROWTH,  1607-1861  [68 

been  in  the  absence  of  the  clause.  But  the  very  absence  of  the 
clause  implies  change  in  one  or  more  elements  of  the  historical 
situation  so  that  the  values  of  the  changes  must  also  be  brought 
into  account. 

Similar  considerations  must  be  brought  to  bear  in  any  assess¬ 
ment  of  the  extra  costs  borne  by  Americans  because  of  the  re¬ 
quirement  that  European  and  East  Indian  goods  be  transshipped 
via  England.  As  Harper  notes,  the  requirements  entailed  the  im¬ 
position  upon  colonial  trade  of  extra  mercantile  profits,  taxes,  fees, 
cooperage,  porterage,  brokerage,  warehouse  rent,  and  commissions, 
costs  which  would  not  have  been  incurred  by  direct  shipments. 
But  had  America-bound  cargoes  been  assembled  bit  by  bit  in  a 
number  of  ports  instead  of  being  gathered  from  a  single  British 
depot,  additional  operating  costs  (including  interest)  would  almost 
certainly  have  had  to  be  met.  So  far  as  the  colonial  shipbuilding 
industry  was  concerned,  Harper  makes  the  telling  point  that  after 
the  Revolution  American  ships  found  foreign  markets  without  the 
protection  afforded  by  the  shipping  clauses.  How  little  the  industry 
depended  upon  the  British  market  may  be  seen  in  construction 
statistics.  On  the  eve  of  the  Revolution  the  thirteen  colonies  are 
said  to  have  been  building  28,747  tons  per  year;  by  1790  tonnage 
built  amounted  to  at  least  29,606  tons,  and  in  1815  the  total 
reached  154,624  tons. 

It  is  evident  that  an  assessment  of  the  economic  impact  of  the 
Navigation  Acts  must  take  into  account  considerations  which 
preclude  the  facile  firmness  of  a  conclusion,  quantitative  or  other¬ 
wise.  Indeed,  the  question  ought  not  be  separated  from  the  larger 
one  of  the  savings  afforded  Americans  by  the  military  and  naval 
protection  of  the  British.  Nothing  less  than  a  full-scale  effort  at 
social  cost-accounting  will  do,  and,  needless  to  say,  one  has  not 
yet  been  undertaken.  Until  it  is,  until  the  probable  ramifications  of 
each  subjunctive  hypothesis  are  carefully  weighed,  historical  judg¬ 
ment  must  be  tentative.  If  and  when  the  returns  are  finally  in, 
however,  I  believe  they  will  tend  to  support  Harper’s  judgment 
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that  the  earnings  of  Americans  were  less  than  they  would  have  been 
in  the  absence  of  the  British  connection.  But  whatever  the  amount 
of  the  “loss,”  previously  noted  propensities  to  consume  warn 
against  any  easy  assumption  that  the  whole  of  it  would  have  been 
converted  into  capital. 

So  far  as  colonial  manufacturing  is  concerned,  the  restraining 
clauses  appear  to  have  exerted  far  less  influence  than  natural  con¬ 
ditions.  The  administration  of  the  restrictive  policy  was  often  less 
than  rigorous,  depending  as  it  did  largely  upon  the  ability  and 
willingness  of  governors  to  enforce  it.  Some  governors  were 
colonials  in  sympathy  with  the  commercial  and  manufacturing 
ambitions  of  the  colonists,  and  some  formed  profitable  business 
connections  in  America.  Even  governors  from  England  sometimes 
preferred  easy  duties  and  local  popularity  to  a  tumultuous  and 
embarrassed  administration.  Weeden’s  shrewd  observation  con¬ 
cerning  colonial  New  Englanders  probably  applies  more  widely: 
“They  had  grown  up  doing  things  they  found  profitable,  whatever 
the  British  laws  had  been.”  More  important  than  the  laws  were 
the  underlying  economic  conditions.  The  shortage  of  skilled  labor 
and  both  the  scarcity  and  preferred  allocations  of  capital  funds 
gave  to  a  country  in  possession  of  abundant  resources  an  absolute 
advantage  in  the  production  of  raw  materials  and  semiprocessed 
goods.  “Balancing  advantage  against  disadvantage,”  says  the  his¬ 
torian  of  American  manufactures,  Victor  S.  Clark,  “their  manu¬ 
factures  seem  not  to  have  been  retarded  or  furthered  decidedly  by 
subordination  to  the  British  government.” 

Nevertheless,  it  seems  clear  that  changes  in  this  underlying 
situation,  especially  in  the  advancing  eighteenth  century,  were 
creating  a  progressively  sharper  division  between  the  interests  of 
mother  country  and  colonists.  The  proportionality  of  the  factors 
of  production  was  changing  as  available  supplies  of  capital  and 
skilled  labor  increased.  In  this  situation,  governmental  policies  that 
sought  to  promote  rather  than  to  curb  industrialization  might  well 
have  helped  set  America  on  an  earlier  path  to  more  rapid  growth. 
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Instead,  policies  that  had  sometimes  been  indifferently  enforced 
were  defined  and  applied  with  new  vigor  in  the  general  tightening 
of  the  administrative  machinery  of  empire  following  the  Seven 
Years  War. 

Alarmed  lest  the  promise  of  more  rapid  Western  settlement 
after  1763  lead  to  renewed  Indian  wars  and  to  a  situation  wherein, 
because  of  the  distance  from  the  Atlantic  seaboard,  inland  com¬ 
munities  would  manufacture  for  themselves,  the  British  govern¬ 
ment  took  measures  to  check  or  prohibit  Western  settlements. 
Manufacturing,  noted  a  paper  relating  to  Indian  affairs  laid  before 
the  Board  of  Trade  in  1768,  was  “a  consequence  which,  experience 
shows,  has  constantly  attended,  in  a  greater  or  less  degree,  every 
inland  settlement.”  On  the  eve  of  the  Revolution  Benjamin 
Franklin  learned  at  first  hand  how  adamant  British  policy  had 
become  on  this  point.  Just  before  leaving  England  in  1775,  Franklin 
was  drawn  into  informal  negotiations  with  men  closely  connected 
with  the  ministry  and  asked  to  write  out  a  set  of  propositions  he 
believed  would  lead  to  permanent  union.  One  of  his  propositions 
was  that  all  acts  restraining  manufactures  be  repealed.  This  propo¬ 
sition,  Franklin  relates,  “they  apprehended  would  meet  with  diffi¬ 
culty.  They  said,  that  restraining  manufacturers  in  the  colonies  was 
a  favorite  here;  and  therefore  they  wish’d  that  article  to  be  omitted, 
as  the  proposing  it  would  alarm  and  hinder  perhaps  the  con¬ 
sidering  and  granting  others  of  more  importance.” 

It  may  be  wondered  why  the  colonial  governments  did  not  them¬ 
selves  enact  legislation  to  encourage  the  development  of  manu¬ 
factures.  The  answer,  of  course,  is  that  they  did.  Especially  before 
1750  provincial  legislatures  often  gave  monopoly  rights  to  indi¬ 
viduals  in  order  to  encourage  the  regular  and  reliable  supply  of 
some  article  of  large  consumption,  such  as  salt,  refined  sugar,  pitch, 
paper,  or  stoneware.  Sometimes,  too,  they  enacted  tariff  laws, 
as,  for  example,  South  Carolina  did  in  1716,  when  that  province 
laid  a  duty  on  all  imports  except  salt.  But  in  1724  an  order-in¬ 
council  prohibited  any  colony  from  imposing  duties  on  British 
goods.  Laws  seeking  to  encourage  specific  industries  were  some- 
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times  disallowed  by  the  British  government,  as,  for  example,  was 
an  attempt  by  Virginia  in  1680  to  aid  shipbuilding,  and  one  in 
1682  to  promote  the  manufacturing  of  cloth.  Vetoing  a  Pennsyl¬ 
vania  statute  of  1706,  the  Board  of  Trade  remarked:  “It  cannot 
be  expected  that  encouragement  should  be  given  by  law  to  the 
making  any  manufactures  made  in  England  in  the  plantations,  it 
being  against  the  advantage  of  England.”  Nevertheless,  both 
provincial  and  town  governments  on  numerous  occasions  granted 
bounties,  loans,  land  grants,  tax  exemptions,  and  other  aids  in 
efforts  to  encourage  the  provision  of  some  facility  or  service — for 
example,  grist  mills,  deemed  essential  to  community  welfare — and 
such  legislation  was  seldom  disallowed. 

Similarly,  not  British  opposition  but  the  relatively  undeveloped 
nature  of  the  economy  principally  explains  the  paucity  of  business 
corporations  in  the  colonial  period.  As  Joseph  S.  Davis  has  empha¬ 
sized,  businesses  were  generally  small-scale  and  local  in  character. 
No  large  supplies  of  capital  or  labor  were  seeking  employment,  at 
least  before  approximately  the  mid-eighteenth  century.  Those 
which  were  found  outlets  in  unincorporated  joint  stock  companies, 
legally  partnerships,  which  sometimes  reached  surprising  size  in 
mining,  land  speculation,  and  other  areas  of  late  colonial  enterprise. 
Had  capitalists  sought  incorporation  they  would  generally  have 
found  few  legal  obstacles  in  the  way.  Not  only  Parliament  and 
Crown,  but  colonial  proprietors,  governors,  and  legislatures  as 
well,  possessed,  “within  limits  which  were  not  always  clear  but 
which  were  for  the  most  part  wide,  the  right  to  erect  corporations 
for  operation  in  America”. 

While  it  must  be  concluded  that  neither  interference  by  the 
Crown  nor  Parliamentary  restrictions,  not  even  the  extension  of 
the  Bubble  Act  to  America  in  1741,  appreciably  hampered  the 
development  of  corporations  in  the  colonies,  it  does  not  follow 
that  the  mushroom  growth  of  corporations  in  the  early  national 
period  was  unrelated  to  political  change.  During  the  entire  colo¬ 
nial  period  only  a  half-dozen  business  corporations  have  been 
traced,  two  in  the  seventeenth  century  and  four  in  the  eighteenth. 
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In  contrast,  more  than  300  business  corporations  received  charters 
from  state  governments  during  the  eleven  year  period  between 
1789-1800.  To  ascribe  this  startling  growth,  as  Davis  does,  to  a 
greater  degree  of  economic  and  social  maturity  in  the  post-Revolu- 
tionary  period,  seems  insufficient.  A  distinct  political  element  is 
present  and  deserves  recognition. 

Most  colonial  corporations  were  erected  by  charters  granted 
by  royal  governors  in  the  name  of  the  Crown,  although  usually 
with  the  consent  of  the  provincial  councils.  That  is  to  say,  the 
-  sovereign  was  recognized  as  the  source  of  legal  authority,  with 
Parliamentary  approval  required  after  1688  in  the  case  of  a  grant 
of  exclusive  or  monopoly  privilege.  In  both  royal  and  proprietary 
colonies  the  legal  right  of  the  assembly  to  incorporate  was  subject 
to  the  negative  of  the  governor  or  of  higher  English  authority.  The 
Revolution  brought  an  important  change  in  this  situation.  Because 
of  the  fiction  that  the  Revolution  was  fought  to  free  the  colonists 
from  the  exactions  of  the  Crown,  a  revulsion  against  executive 
authority  became  manifest  in  the  early  state  constitutions,  as  well 
as  in  the  Articles  of  confederation.  The  power  to  incorporate,  in  a 
word,  shifted  from  the  executive  to  the  legislative  arm,  where  it 
was  more  sensitively  responsive  to  community  pressures  upon 
government  to  aid  in  the  provision  of  community  sevices.  As  we 
'  shall  see,  most  of  the  corporations  erected  before  1800  were  quasi¬ 
public  in  nature,  and  the  community  purposes  they  served  con¬ 
tinued  to  dominate  the  objectives  of  incorporation  well  into  the 
nineteenth  century. 

In  the  growth  of  the  American  economy  the  Revolution  forms 


a  watershed.  It  does  so  for  a  number  of  reasons  we  shall  later  ex¬ 
plore.  As  Alexander  Hamilton  remarked  in  1781,  it  had  been  a 
“narrow  colonial  sphere”  in  which  Americans  “had  been  accus¬ 
tomed  to  move”  rather  than  “that  enlarged  kind  suited  to  the 
government  of  an  independent  nation”.  But  prominent  among  the 
contributions  of  the  Revolution  is  the  one  we  have  just  discussed. 
The  transfer  of  full  political  authority  to  the  legislative  arm  of 
governments  close  to  hand  and  more  amenable  to  popular  pres- 
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sures  made  it  far  easier  for  communities  to  use  the  device  of  the 
business  corporation  to  obtain  the  roads,  bridges,  and  other  “social 
overhead  capital”  necessary  to  growth. 

But  the  conditions  of  growth  are  multiple,  not  singular,  and  the 
contribution  made  by  each  of  them  can  more  readily  be  perceived 
if  first  we  discuss  the  growth  of  the  economy  itself  between  1790 
and  the  outbreak  of  the  Civil  War. 


IV 


Economic  Growth,  1790-1861 


In  the  years  following  the  Revolution  the  American  economy  con¬ 
tinued  the  process  of  expansion  in  which  it  had  been  engaged 
since  early  colonial  times.  By  1860  the  number  of  people  was 
nearly  eight  times  larger  than  the  approximately  four  million 
recorded  by  the  first  census  in  1790.  Table  III  shows  the  increases 
by  decades  for  both  whites  and  Negroes,  most  of  the  latter  being 
slaves.  Despite  a  falling  white  birth  rate,  which  declined  steadily 


Table  III 


Estimated  Population  of  the  United  States,  1790-1860 

(in  thousands) 


Year 

Total 

White 

Non-White 

1860 

31,443 

26,923 

4,521 

1850 

23,192 

19,553 

3,639 

1840 

17,070 

14,196 

2,874 

1830 

12,866 

10,537 

2,329 

1820 

9,639 

7,867 

1,772 

1810 

7,240 

5,862 

1,378 

1800 

5,309 

4,306 

1,002 

1790 

3,929 

3,172 

757 

Source : 

Historical  Statistics  of  the 
D.C.,  1960),  pp.  8,  9. 

United  States,  Colonial  Times 

to  1957  (Washington, 
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each  decade  from  55.0  per  thousand  in  1800  to  41.4  in  1860,  the 
excess  of  births  over  deaths  was  the  main  source  of  population 
growth.  Immigration  contributed  far  fewer  persons  than  did  natural 
increase.  From  the  close  of  the  Revolutionary  War  to  1819  an 
estimated  250,000  persons  migrated  to  the  United  States.  Immi¬ 
gration  statistics  compiled  by  the  Department  of  State  after  1819 
provide  the  figures  displayed  for  selected  years  in  Table  IV.  Simon 


Table  IV 


Total  Immigration  to  the  United  States, 
Selected  Years,  1820-1860 


1860 

1855 

1850 

1845 

1840 

1835 

1830 

1825 

1820 


153,640 

200,877 

369,980 

114,371 

84,066 

45,374 

23,322 

10,199 

8,385 


Source:  Historical  Statistics  of  the  United  States,,  Colonial  Times  to  1957  (Washington, 
D.C.,  1960),  p.  57. 

Kuznets  and  Ernest  Rubin  estimate  net  immigration  to  have 
amounted  to  700,000  persons  between  1820  and  1840,  and  4,200,- 
000  between  1840  and  1860.  The  bulk  of  the  arrivals  concen¬ 
trated  in  the  decade  1846-55,  a  circumstance  reflecting  both  the 
“push”  of  hard  times,  especially  in  Ireland,  and  the  “pull”  of  a 
burgeoning  American  economy. 

If  the  number  of  people  increased,  so  too  did  the  size  of  the 
United  States.  Through  purchase,  war,  and  the  peaceful  settlement 
of  boundary  disputes,  the  nation’s  landed  area  more  than  tripled, 
rising  in  square  miles  from  864,746  to  2,969,640  between  1790 
and  1860.  In  consequence,  a  population  “pressure”  of  4.5  persons 
per  square  mile  in  1790  had  risen  to  only  10.6  per  square  mile  by 
1860.  The  “pressure”  was  greatest  in  urban  areas,  and  Table  V 
shows  the  growth  in  the  number  of  cities  of  various  sizes,  while 
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Table  VI  displays  the  total  population  in  urban  and  rural  terri¬ 
tory  by  size  of  place.  Both  rural  settlement  and  urbanization 
became  to  an  increasing  extent  western  phenomena,  especially 
following  the  War  of  1812,  when  great  numbers  of  people  pressed 
into  the  area  beyond  the  Appalachians.  In  1790  the  population 
center  of  the  United  States  was  located  twenty-three  miles  east  of 
Baltimore,  Maryland,  but  by  1860  it  had  moved  to  a  point  twenty 
miles  southeast  of  Chillicothe,  Ohio.  By  1859  all  the  area  east 


Table  V 

Numbers  of  Urban  Places  of  Varying  Sizes,  1790-1860 


Size  of  Population 

1790 

1800 

1810 

1820 

1830 

1840 

1850 

1860 

500,000  to  1,000,000 

_ 

_ 

_ 

_ 

_ 

_ 

1 

2 

250,000  to 

500,000 

— 

— 

— 

— 

— 

1 

— 

1 

100,000  to 

250,000 

— 

— 

— 

1 

1 

2 

5 

6 

50,000  to 

100,000 

— 

1 

2 

2 

3 

2 

4 

7 

25,000  to 

50,000 

2 

2 

2 

2 

3 

7 

16 

19 

10,000  to 

25,000 

3 

3 

7 

8 

16 

25 

36 

58 

5,000  to 

10,000 

7 

15 

17 

22 

33 

48 

85 

136 

2,500  to 

5,000 

12 

12 

18 

26 

34 

46 

89 

163 

Source:  Historical  Statistics  of  the  United  States,  Colonial  Times  to  1957  (Washington, 
D.C.,  I960),  p.  14. 


of  the  Mississippi  River  had  been  carved  into  states,  and  west  of 
the  river  Louisiana,  Missouri,  Arkansas,  Iowa,  Minnesota,  Texas, 
California,  and  Oregon  had  also  achieved  statehood.  While  each 
of  the  nation’s  three  main  regions  increased  in  population.  Table 
VII  shows  that  both  the  South  and  the  Northeast  gathered  declin¬ 
ing  portions  of  the  total  every  decade  after  1810.  That  of  the 
West  uninterruptedly  advanced. 

Precisely  when  the  economy  began  to  grow  at  a  more  rapid 
rate  is  a  question  on  which  scholars  disagree.  The  only  continuous 
estimates  of  pre-1869  national  income  in  constant  prices  are  those 
compiled  in  the  1930’s  by  Robert  F.  Martin.  According  to  Martin, 
“very  little  actual  economic  advance  per  capita  appeared  in  the 
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and  Oregon. 

3.  Northeast:  Connecticut,  Delaware,  Maine,  Maryland,  Massachusetts,  New  Hampshire,  New  Jersey,  New  York,  Pennsylvania,  Rhode  Island, 
Vermont. 

Source:  Douglass  C.  North,  The  Economic  Growth  of  the  United  States,  1790-1860  (Englewood  Cliffs,  N.J.,  1961),  p.  257. 
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first  half  of  the  19th  century,”  a  failure  which  he  attributed  to  “gen¬ 
eral  pioneering  turmoil,  punctuated  by  controversies,  first  with 
European  countries,  culminating  in  the  War  of  1812  with  the 
British,  and  then  the  series  of  Black  Hawk,  Seminole  and  other 
Indians  Wars.”  His  figures  for  real  income  per  capita  show  a  steady 
decline  each  decade  from  $216  in  1799  to  $164  in  1829,  a  loss 
of  24  per  cent.  Not  until  1849  did  income  rise  to  the  level  of  1799, 
and  then  the  gain  amounted  only  to  1 1  per  cent  over  a  period  of 
fifty  years.  The  decade  1849-59  yielded  the  most  substantial  in¬ 
crease  of  the  entire  period,  with  income  rising  from  $235  to  $296. 
Perhaps  most  surprisingly,  in  tracing  this  1849-59  rise  in  income 
to  the  various  sectors  of  the  economy  responsible  for  producing  it, 
a  calculation  made  in  terms  of  current  rather  than  constant  prices, 
Martin  depicts  percentile  declines  from  the  previous  decade  in 
manufacturing,  construction,  transportation  and  communication, 
service,  and  “miscellaneous”  (including  finance),  as  well  as  agri¬ 
culture.  While  mining  and  quarrying  registered  a  small  increase 
from  0.7  per  cent  to  1.1  per  cent,  trade  leaped  from  8.4  per  cent 
to  12.1  per  cent.  Implicit  in  Martin’s  figures,  in  short,  is  the  thesis 
that  economic  growth  was  primarily  the  consequence  of  a  sub-  X 
stantial  increase  in  trade  in  the  1850’s. 

In  recent  years  Martin’s  early  work  has  been  subjected  to 
vigorous  criticism,  first  by  Simon  Kuznets  and  then  by  William 
N.  Parker  and  Franklee  Whartenby.  Focusing  both  on  Martin’s 
sources  and  statistical  methods,  this  criticism  is  too  technical  for 
review  here.  Believing  Martin’s  national  and  per  capita  income 
figures  to  be  too  low,  especially  for  the  years  1800-40,  Kuznets 
suggests  they  be  revised  on  the  basis  of  two  main  considerations. 
The  first  of  these  is  the  increase  in  “nonagricultural  industrial 
employment”  that  occurred  between  1800  and  1840.  Assuming 
that  real  income  per  worker  is  greater  in  such  employment  than 
in  agriculture,  Kuznets  uses  urbanization  statistics  as  an  index  of 
movement  from  the  one  to  the  other.  Secondly,  he  makes  an  up¬ 
ward  revision  in  the  estimated  ratio  of  gainfully  employed  to  total 
population.  All  other  things  being  equal,  an  increase  in  this  ratio 
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is  assumed  to  result  in  an  increase  in  real  product  per  capita. 
Adding  together  the  results  of  his  re-estimates,  Kuznets  reaches  the 
conclusion  that  instead  of  undergoing  the  decline  suggested  by 
Martin,  real  product  per  capita  actually  rose  by  19  per  cent  during 
the  period  1800-40.  This  conclusion  rests,  however,  on  the  as¬ 
sumption  that  no  change  took  place  in  the  productivity  of  agricul¬ 
ture  or  any  other  pursuit  during  the  period.  To  Parker  and  Whart- 
enby  the  assumption  is  questionable.  It  must,  they  believe,  be 

Table  VIII 

Value  Added  by  Selected  Industries,  and  Value  of  Output  of 
Fixed  Capital,  in  1879  Prices:  1839-1859 
(in  billions  of  dollars) 


Total 

Agri¬ 

culture 

Mining 

Manu¬ 

facturing 

Con¬ 

struction 

Value  of 
Output  of 
Fixed 
Capital 

1859 

2.69 

1.49 

.03 

.86 

.30 

.73 

1854 

2.32 

1.32 

.03 

.68 

.30 

— 

1849 

1.66 

.99 

.02 

.49 

.16 

.39 

1844 

1.37 

.94 

.01 

.29 

.13 

— 

1839 

1.09 

.79 

.01 

.19 

.11 

.25 

Source:  Historical  Statistics  of  the  United  States,  Colonial  Times  to  1957  (Washington, 
D.C.,  1960),  p.  139. 


subjected  to  the  “painful  techniques  of  historical  research,”  and 
in  this  undertaking  Parker  is  presently  engaged. 

Meanwhile,  Robert  E.  Gallman’s  recent  estimates  for  the  period 
1839-99  of  value  added  by  commodity  output  in  agriculture,  min¬ 
ing,  manufacturing,  and  construction — four  sectors  of  the  economy 
that  accounted  for  between  60  and  70  per  cent  of  the  national 
product  in  the  post-Civil  War  era — supply  a  firmer  basis  than  do 
Martin’s  figures  for  an  impression  concerning  both  the  direction 
of  movement  and  some  of  the  main  sources  of  national  income  in 
the  last  two  decades  before  the  Civil  War.  Gallman  finds  that  be¬ 
tween  1839  and  1859  output  grew  at  an  average  decade  rate  of 
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57  per  cent.  In  addition  to  value  added,  by  which  Gallman  means 
“the  value  of  output,  at  producers’  prices,  less  the  value  of  materials 
and  fuels  directly  consumed  in  production  at  delivered  prices,” 
Table  VIII  displays  estimates  of  the  value  of  output  of  fixed  re¬ 
producible  capital.  This  Gallman  defines  as  producers’  manufac¬ 
tured  durables,  construction,  and  the  improvements  to  farm  land. 

Table  IX 


Commodity  Output,  Population,  and  Gainful  Workers  in  Commodity 
Production,  Quinquennial,  1839-1859 


ABSOLUTE 

FIGURES 

Year 

Output 

Population 

Output 

per 

Capita 

Gainful 

Workers 

Output 

(millions  of  $) 

(thousands) 

(thousands) 

per  worker 

1839 

1,094 

17,120 

$64 

4,484 

$244 

1844 

1,374 

20,182 

68 

— 

— 

1849 

1,657 

23,261 

71 

6,190 

268 

1854 

2,317 

27,386 

85 

— 

— 

1859 

2,686 

31,513 

85 

8,140 

330 

Decennial  Rates  of  Change  (per  cent) 

1849 

52 

36 

11 

38 

10 

1854 

69 

36 

24 

— 

— 

1859 

62 

36 

20 

32 

23 

1869 

23 

27 

-4 

19 

2 

Source.  Robert  E.  Gallman,  “Commodity  Output,  1839-1899,”  in  William  N.  Parker,  ed.. 
Trends  in  the  American  Economy  in  the  Nineteenth  Century  (Princeton,  N.J., 
1960),  p.  16. 


Since  a  high  ratio  of  capital  to  output  is  associated  with  the  process 
of  industrialization,  it  is  noteworthy  that  the  share  of  fixed  capital 
in  commodity  output  increased  from  less  than  23  per  cent  in  1839 
to  about  27  per  cent  in  1859. 

Table  IX  gives  evidence  of  an  acceleration  in  the  rate  of  change 
in  output  per  capita  during  the  two  decades,  and  Table  X  shows 
the  shares  of  each  of  the  four  sectors  in  commodity  output.  Most 
notable  in  the  latter  table  is  the  changing  division  of  output  be¬ 
tween  agriculture  and  nonagriculture,  especially  manufacturing. 
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The  share  of  manufacturing  in  commodity  output,  less  than  20 
per  cent  in  1839,  rose  to  33  perecent  by  1859.  On  the  other  hand, 
despite  the  fact  that  the  period  saw  substantial  gains  in  real  income 
per  head,  the  real  value  added  by  agriculture  (about  47  per  cent) 
was  not  much  larger  than  the  rate  of  increase  in  population  (45 
per  cent).  In  part,  the  explanation  of  the  shift,  as  Gallman  notes, 
is  the  differing  income  elasticities  of  demand  for  agricultural  and 
nonagricultural  products.  “As  income  per  capita  rises,  per  capita 


Table  X 

Sector  Shares  in  Commodity  Output,  Quinquennial,  1839-1859 

(per  cent) 


Year 

Agri¬ 

culture 

Mining 

Manu¬ 

facturing 

Construction 
Variant  A  Variant  B 

1839 

72 

1 

17 

10 

8 

1844 

69 

1 

21 

9 

8 

1849 

60 

1 

30 

10 

9 

1854 

57 

1 

29 

13 

11 

1859 

56 

1 

32 

11 

10 

Source:  Robert  E.  Gallman,  “Commodity  Output,  1839-1899,”  in  William  N.  Parker, 
ed..  Trends  in  the  American  Economy  in  the  Nineteenth  Century  (Princeton. 
N.J.,  1960),  p.  26. 


consumption  of  agricultural  products  tends,  after  a  time,  to  rise 
relatively  little.  Thus  the  share  of  income  devoted  to  agricultural 
products  is  reduced,  while  that  devoted  to  non-agricultural  products 
is  increased.”  This  situation  not  being  alleviated  by  an  export  sur¬ 
plus  of  agricultural  products,  factors  of  production  were  shifted  to 
nonagricultural  sectors  to  meet  the  requirements  of  the  changing 
pattern  of  demand. 

It  remains  to  note  Gallman’s  view  that  during  the  sixty-year 
period  1839-99  “the  number  of  gainful  workers  in  commodity 
production  increased  at  about  the  same  rate  as  population.”  This 
is  a  significant  point.  For  if  Gallman  is  right  in  his  belief  that  about 
64  per  cent  of  the  rise  in  commodity  output  over  this  period  is 
attributable  to  the  increasing  number  of  workers,  it  is  apparent 
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how  important  was  the  part  played  by  population  growth  in  the 
expansion  of  national  output.  Productivity  gains  appear  to  account 
for  the  remainder  of  the  rise,  and  Gallman  sees  these  increases  in 
output  per  worker  as  deriving  in  part  from  shifts  of  workers  from 
less  productive  to  more  productive  sectors  of  the  economy,  and  in 
part  to  such  changes  within  particular  sectors  as  “increased  sup¬ 
plies  of  other  factors,  improved  technology,  a  better  disposition  of 
workers  within  each  sector,  improved  workers,  etc.”  “In  1839 
income  per  worker  in  mining  and  manufacturing  [taken  together] 
was  much  higher  than  income  per  worker  in  the  other  sectors,” 
and  in  consequence  workers  shifted  relatively  rapidly  from  agricul¬ 
ture  to  these  more  remunerative  sectors. 

Whereas  Martin  had  emphasized  the  importance  of  trade  in  the 
1850’s,  Gallman  places  the  beginnings  of  an  accelerated  rate  of 
economic  growth  “in  or  before”  the  1840’s  and  associates  it  with 
“the  early  stages  of  industrialization  or  slightly  before.”  He  ex¬ 
presses  surprise  that  high  rates  of  growth  in  product  per  head 
should  appear  so  soon:  the  records  of  other  countries  (Great 
Britain  is  a  much-debated  exception)  usually  suggest  that  rapid 
increases  follow  rather  than  accompany  early  industrialization.  But 
his  surprise  arises  from  his  acceptance  of  the  view  of  some  scholars 
that  the  late  1840’s  marked  “the  beginning  of  U.S.  industrializa¬ 
tion.”  There  might  well  be  less  room  for  surprise  if  it  were  pos¬ 
sible  to  extend  into  the  period  before  1839  the  kind  of  investigation 
carried  out  by  Gallman  for  the  years  following  1839.  And  if  the 
investigation  revealed  significant  beginnings  of  industrialization 
before  that  year,  certainly  part  of  the  explanation  would  be  at  hand 
for  his  conclusion  that  “U.S.  product  per  capita  must  have  been 
high  from  the  beginning”  (i.e.,  from  1839).  Probably  the  favor¬ 
able  land-man  ratio  and  an  expanding  foreign  and  domestic  com¬ 
merce  also  contributed  to  this  high  early  product  per  capita. 

A  statistical  assessment  of  the  sources  of  national  income  before 
1839  would  be  extremely  difficult  to  make,  however,  because  of 
the  fragmentary  nature  of  surviving  data.  Although  federal  cen¬ 
suses  began  in  1790,  only  in  1810,  1820,  and  1840  was  any  at- 
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tempt  made  to  include  in  them  either  agriculture  or  manufactures. 
Census  data  before  1840,  concludes  Douglass  C.  North,  are  “so 
poor  that  they  are  almost  worthless.”  Raymond  W.  Goldsmith 
agrees  that  our  “usable”  statistical  record  does  not  reach  beyond 
that  date.  Although  the  contemporary  testimony  of  Ezra  Seaman, 
George  Tucker,  and  others  has  yet  to  be  evaluated  in  the  light  of 
modern  concepts,  the  strong  possibility  is  that  Samuel  Reznick 
will  prove  justified  in  his  doubt  “whether  there  is  ever  likely  to  be 
enough  material  available  for  any  more  reliable  measure”  than 
what  we  now  have.  Shall,  then,  the  beginnings  of  accelerated 
growth  be  equated  with  the  availability  of  data  on  national  output 
per  capita  that  may  be  statistically  measured  or  inferred? 

Gallman  has  made  a  substantial  contribution  to  our  knowledge 
of  the  1840’s  and  1850’s,  but  the  element  of  uncertainty  that  re¬ 
mains  about  even  these  decades  cannot  be  overlooked.  For  one 
thing,  he  has  omitted  trade,  transport,  finance,  and  other  industries 
from  his  estimates.  For  another,  while  census  data  after  1840  are 
fuller  than  for  earlier  decades,  they  are  inadequate,  and  this  has 
sometimes  compelled  Gallman  to  resort  to  assumptions  and  extra¬ 
polations  rather  than  historical  evidence.  As  Neal  Potter  has 
pointed  out,  only  52  per  cent  of  Gallman’s  estimate  of  manufac¬ 
turing  output  in  1839  are  from  census  data  on  value  of  products: 
and  this  52  per  cent  is  itself  an  estimate  that  is  derived  from  the 
1840  census  figures  on  value  of  product  multipled  by  the  1850 
census  ratios  of  value  added  to  value  of  product.  Gallman’s  reply 
to  Potter  is  a  reasonable  one,  but  the  possibility  remains  that  the 
use  of  similar  techniques  on  the  sparser  data  before  1840  would 
produce  results  even  more  questionable.  While,  therefore,  we  may 
reasonably  conclude  that  growth  was  accelerating  in  the  forties  and 
fifties,  it  is  at  least  doubtful  that  the  techniques  which  give  us 
some  idea  of  the  dimensions  of  that  growth  would  be  equally 
successful  if  applied  to  earlier  data.  So  long  as  measurable  national 
output  (income)  is  employed  as  the  criterion  of  growth,  the  pos¬ 
sibility  must  be  faced  that  the  years  before  1840  will  form  a 
medieval  period  in  American  economic  history. 
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For  many  historians  this  would  be  an  intolerable  situation. 
While  the  kinds  of  evidence  that  historians  have  traditionally  used 
support  the  notion  that  the  inter-Panic  period  1843-57  indeed 
witnessed  an  acceleration  in  the  rate  of  industrialization  and 
economic  growth,  there  exist  good  reasons  for  believing  both  proc¬ 
esses  were  under  way  before  then.  The  difficult  problem  is  esti¬ 
mating  their  significance  in  relation  to  the  later  period.  Some 
approaches  to  the  available  evidence  tend  to  minimize  the  earlier 
years;  others  suggest  it  may  be  wrong  to  do  so.  In  the  first  category 
is  a  recent  essay  by  Alfred  Conrad,  who  uses  data  on  real  wages 
as  an  index  to  national  income.  Finding  only  relatively  minor 
wage  gains  before  1843,  Conrad  suggests  that  these  years  of  a 
“surprisingly  low  rate  of  per  capita  income  growth”  were  ones 
of  industrial  preparation,  with  high  proportions  of  disposable  in¬ 
come  presumably  being  channeled  into  investment.  Douglass  C. 
North  arrives  at  a  different  conclusion.  After  unusual  statistical 
labors  devoted  to  numerous  aspects  of  American  economic  change 
but  not  to  the  measurement  of  aggregate  output  or  income,  North 
concludes:  “If  one  were  to  date  the  beginning  of  acceleration  in 
the  economy’s  growth  and  the  years  when  industrialization  began, 
it  would  be  during  this  period”  from  1823  to  1843.  Within  this 
time  span  he  places  special  emphasis  upon  the  “accelerated  growth 
of  manufacturing  throughout  the  Northeast”  during  the  decade  of 
the  1830’s. 

Robert  W.  Fogel,  on  the  other  hand,  assembles  a  striking  array 
of  evidence  in  support  of  the  thesis  that  the  1820’s  witnessed  a 
rapid  rise  in  the  maufacturing  share  of  commodity  output.1  The 
purpose  of  the  assemblage,  it  is  proper  to  observe,  is  to  counter 
Walt  W.  Rostow’s  overly  dramatic  view  that  during  the  years 
following  1843  the  American  economy  “took-off”  upon  a  self- 
sustained  course  of  accelerated  growth.  The  first  piece  of  evidence 
is  Rolla  M.  Tryon’s  conclusion  that  while  household  manufactur- 

1 1  am  much  indebted  to  Professor  Fogel  and  to  the  Johns  Hopkins  Press 
for  their  kind  permission  to  make  use  of  data  from  Fogel’s  forthcoming 
publication.  “Railroads  in  American  Economic  Growth:  Essays  in  Eco¬ 
nometric  History.” 
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ing  apparently  reached  a  peak  about  1815,  “the  transfer  from 
home-  to  shop-  and  factory-made  goods  was  rather  generally 
completed  before  the  close  of  the  third  decade  of  the  nineteenth 
century.”  The  decade  of  the  1820’s  was  also  one  of  rapid  urbani¬ 
zation,  with  the  rate  of  increase  of  city  population  doubling  that 
of  population  as  a  whole.  Fogel  also  points  to  the  rapid  growth  of 
a  number  of  leading  manufacturing  industries  during  the  twenties, 
most  of  which  “grew  at  decade  rates  which  exceeded  by  far  the  35 
percent  increase  in  population.”  Cotton  textiles  was  one  of  the 
most  important.  In  1807  the  fifteen  or  twenty  mills  in  existence 
employed  a  total  of  approximately  eight  thousand  spindles.  By 
181.1,  according  to  Albert  Gallatin’s  report  to  Congress  of  the  pro¬ 
ceeding  year,  an  estimated  eighty-seven  firms  were  expected  to  have 
ten  times  this  number  of  spindles  in  operation.  By  1820,  the  spindle 
total  had  risen  from  80,000  to  191,000.  These  increases  pale  before 
those  of  the  1820’s:  in  1831  spindles  in  use  numbered  nearly  a 
million  and  a  quarter,  and  cotton  textiles  had  become  “a  very  sub¬ 
stantial  industry.” 

As  in  cotton  textiles,  so  also  in  iron  making  and  in  the  produc¬ 
tion  of  woolen  goods,  carpets,  paper,  flint  glass,  lead,  sugar  and 
molasses,  salt,  and  steam  engines.  Arthur  H.  Cole  estimates  that 
factory  consumption  of  wool  rose  from  four  hundred  thousand 
pounds  in  1810  to  fifteen  million  in  1830,  with  “fully  half”  of  the 
increase  falling  between  1816  and  1830.  Carpet  production  grew 
from  an  output  of  9,984  yards  in  1810  to  1,147,500  in  1834, 
with  most  of  the  increase  taking  place  during  a  four-  or  five-year 
period  beginning  in  1 827.  While  the  steam  engine  was  not  produced 
commercially  in  the  United  States  until  1805,  production  was  stim¬ 
ulated,  especially  after  1815,  by  the  development  of  steamboats. 
During  the  1820’s  359  engines  were  required  for  this  purpose  alone. 
In  1830  Pittsburgh  alone  produced  one  hundred  engines,  and 
Cincinnati  one  hundred  fifty. 

We  may  summarize  this  brief  survey  of  scholarly  viewpoints 
concerning  industrialization  and  economic  growth  in  the  pre-Civil 
War  period  by  pointing  out  that  Martin  would  emphasize  the 
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1850’s,  Gallman  the  1840’s,  North  the  1830’s,  and  Fogel  the 
1820’s!  But  why  stop  here?  It  is  true,  as  North  points  out,  that 
census  returns  reveal  a  “drastic  decline”  in  manufacturing  output 
in  every  state  of  the  Northeast  between  1810  and  1820.  But  this 
decline,  as  North  notes,  is  “much  magnified  by  the  incomplete 
nature  of  the  returns  for  1820  and  the  inclusion  of  household 
manufactures  in  the  1810  figure.”  The  importance  of  manufactures 
at  the  earlier  date  is  emphasized  by  Secretary  of  the  Treasury 
Albert  Gallatin’s  1810  Report  on  Manufactures:  “It  may,  with 
certainty,  be  inferred  that  .  .  .  annual  production  exceeds  one 
hundred  and  twenty  millions  of  dollars.  And  it  is  not  improbable 
that  the  raw  materials  used,  and  the  provisions  and  other  articles 
consumed  by  the  manufacturers,  create  a  home  market  for  agricul¬ 
tural  products  not  very  inferior  to  that  which  arises  from  foreign 
demand.”  Historians  have  long  noted  the  stimulus  given  manu¬ 
factures  by  the  embargo  and  nonimportation  laws  following  1807. 
They  had  received  an  even  earlier  stimulus  during  the  Revolution 
period  from  an  interruption  to  imports  and  other  circumstances  to 
be  discussed  in  the  next  chapter.  In  1789  George  Washington 
observed  that  more  “substantial  improvements  to  manufactures” 
had  recently  been  made  “than  were  ever  before  known  in  America.” 
As  we  shall  see,  manufactures  were  of  sufficient  importance  by  that 
year  to  induce  interests  in  several  cities  to  petition  Congress  in 
their  favor,  and  among  the  stated  objectives  of  the  Tariff  Act  of 
1789  was  “the  encouragement  and  protection  of  manufactures.” 

Still  the  question  will  not  down:  why  stop  here?  Why  1820?  Why 
1789?  Why  1776?  We  have  only  to  examine  the  first  volume  of 
Victor  S.  Clark’s  History  of  Manufactures  in  the  United  States 2 
to  see  that  ironmaking,  shipbuilding,  and  the  manufacture  of  cloth¬ 
ing,  nails,  utensils,  furniture,  and  numerous  other  products  is  to 
be  found  almost  throughout  the  colonial  period  of  American  his¬ 
tory.  Would  the  colonial  historian  be  justified  in  arguing  that 
manufacturing  and  economic  growth  have  been  constants  in  our 
history  from  some  time  near  its  beginnings,  and  that  the  notion 

2  New  York,  1949. 
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of  acceleration  is  a  myth?  Does  there  exist  a  parallel  between  this 
notion  and  an  earlier  and  better-known  version  of  the  doctrine 
that  economic  change  may  come  with  unexpected  suddenness? 

Lecturing  at  Oxford  in  1880-81  on  “The  Industrial  Revolu¬ 
tion  of  the  Eighteenth  Century,”  the  English  historian  Arnold 
Toynbee  popularized  a  concept  of  sudden  change  that  soon  became 
imbedded  in  historical  literature.  Toynbee  depicted  an  England 
which,  prior  to  1760,  had  been  a  quiet  and  contented  world  of 
“scarcely  perceptible  movement.”  Upon  this  green  and  joyous 
landscape  had  burst  a  series  of  inventions  in  spinning  and  weaving 
and  in  the  production  of  power,  and  within  a  span  of  about  twenty 
years  machinery  and  steam  had  overrun  industry,  ushered  in  the 
factory  system,  dislocated  population,  blackened  the  air,  and 
blighted  the  lives  of  exploited  women  and  children.  Eric  E.  Lam- 
pard  has  compiled  an  instructive  account  of  the  subsequent  history 
of  Toynbee’s  drama.  By  the  early  twentieth  century  it  had  begun 
to  be  critically  examined.  A.  P.  Usher’s  researches  in  technology 
revealed  an  almost  unbroken  continuity  of  mechanical  change  since 
the  late  Middle  Ages.  Alongside  Toynbee’s  half-dozen  or  so  in¬ 
ventors  now  appeared  numerous  skilled  craftsmen,  nameless  and 
unsung,  authors  of  small  but  indispensable  improvements,  men 
whose  presence  crowded  the  stage  on  which  the  drama  of  invention 
was  enacted,  converting  it  from  a  record  of  individual  achieve¬ 
ment  to  a  social  process.  In  Toynbee’s  day,  however,  as  Herbert 
Heaton  reminds  us,  little  was  known  of  sixteenth-century  economic 
life  and  little  of  any  eighteenth-century  industry  except  textiles. 
Now  we  know,  thanks  to  the  researches  of  John  U.  Nef,  that  Eng¬ 
land  had  undergone  an  “industrial  revolution”  between  1540  and 
1640  and  that  Holland,  Sweden,  and  France  also  contributed  to 
technical  progress.  Now  we  know,  too,  the  fundamental  relevance 
to  that  progress  of  early  modem  science.  As  T.  S.  Ashton  em¬ 
phasizes,  this  “stream  of  English  scientific  thought,  issuing  from 
the  teaching  of  Francis  Bacon,  and  enlarged  by  the  genius  of 
Boyle  and  Newton,  was  one  of  the  main  tributaries  of  the  industrial 
revolution.”  Lengthened  perspectives  thus  enable  us  to  see  the 
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wisdom  of  Thomas  C.  Cochran’s  observation  that  “massive  changes 
in  physical  environment  such  as  those  accompanying  the  rise  of 
trade  at  the  close  of  the  Middle  Ages  or  the  gradual  growth  of  in¬ 
dustrialization  from  the  seventeenth  century  on  do  not  lend  them¬ 
selves  to  exact  or  brief  periodization.” 

But  Clio,  it  has  often  been  observed,  is  a  fickle  Muse.  In  recent 
years  scholars  have  in  varying  degrees  reaffirmed  Toynbee’s  central 
idea  of  suddenly  rapid  economic  change.  As  early  as  1937  Usher 
suggested  that  “important  aspects  of  the  economic  history  of  Eng¬ 
land  .  .  .  seem  to  warrant  the  qualified  use  of  the  term  ‘revolu¬ 
tion’  ”  He  thought  the  pace  of  technological  change  in  particular 
to  have  been  “unprecedented  if  not  revolutionary.”  In  1948  Ashton, 
the  leading  authority  on  English  economic  history  of  the  eighteenth 
century,  entitled  his  masterful  study  The  Industrial  Revolution, 
1760-1 830. 3  Two  years  later,  J.  H.  Plumb  boldly  returned  to  the 
classical  point  of  view:  “.  .  .  compared  with  the  centuries  which 
had  gone  before,  the  changes  ...  of  the  second  half  of  the  eight¬ 
eenth  century  were  both  violent  and  revolutionary.”  In  1955 
Heaton  concluded  that  the  “industrial  revolution  still  stands  pro¬ 
vided  you  will  scrap  1760  as  D  day  and  1832  as  VE  day,  give 
greater  emphasis  to  the  heavy  industries,  wring  some  of  the  emotion 
and  melodrama  out  of  the  story,  and  develop  a  sense  of  .  .  . 
proportion.” 

The  moral  of  the  story  seems  clear.  Although  manufacturing 
had  been  a  familiar  element  in  the  economic  history  of  Europe  for 
centuries,  although  England  itself  had  passed  through  an  earlier 
period  of  accelerated  development  between  1540  and  1640,  the 
rapidity  of  technological  change  in  the  later  eighteenth  and  early 
nineteenth  centuries  was  unprecedented.  As  we  shall  see  in  chapter 
seven,  much  the  same  point  concerning  the  rapidity  of  technolog¬ 
ical  change  seems  applicable  to  American  experience.  Manufactures 
occupy  a  familiar  place  in  colonial  economic  history,  but  for  the 
most  part  market  and  transport  limitations  dictated  that  they  be 
what  Clark  called  “neighoborhood  manufactures,”  widely  dispersed 

3  London,  1948. 
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rather  than  geographically  concentrated,  local  manufactures  pro¬ 
tected  by  high  transport  costs  from  the  competition  of  distant  pro¬ 
ducers.  They  were  “homespun  industries,”  utilizing  the  tools 
belonging  to  age-old  handicraft  traditions  rather  than  machinery, 
and  in  general  they  were  small  in  scale.  Futhermore,  they  were 
technologically  “backward.”  Water  power  was  employed  in  the 
mill  and  furnace  industries,  but  most  of  the  wheels  were  undershot 
and  utilized  only  a  fraction  of  the  water  power  applied  to  them. 
Power  transmission  was  “so  little  understood  that  a  separate  wheel 
was  generally  necessary  for  each  article  of  machinery.”  These  char¬ 
acteristics  endured  until  shortly  before  the  Revolution,  when  “con¬ 
siderable  improvements  were  made  in  the  application  of  power  to 
milling  machinery  and  processes.”  Even  in  England,  of  course,  the 
great  inventions  that  gave  that  nation  her  industrial  eminence  “were 
not  successfully  applied  to  manufactures  until  about  the  time  of  the 
American  Revolution.”  Clark  believed  that  about  1790  “manu¬ 
facturing  everywhere  broke  away  from  ancient  technical  precedents, 
[and  that]  processes  of  production  were  revolutionized.” 

It  is  clear  that  the  availablity  of  improved  techniques  formed  one 
of  the  necessary  conditions  to  a  more  rapid  pace  of  growth  than 
was  possible  in  the  colonial  period.  But  without  an  expansion  in 
the  size  of  the  domestic  market  in  conjunction,  as  we  shall  see, 
with  scarcity  in  the  supply  of  labor,  there  would  have  been  no 
incentive  to  adopt  these  techniques.  The  size  of  the  domestic 
market  increased  throughout  the  nineteenth  century  to  a  far  greater 
extent  than  was  possible  under  the  conditions  of  the  eighteenth, 
and  this  consideration  justifies  the  conclusion  that  American  in¬ 
dustrialization  and  economic  growth  characterize  the  nineteenth 
century  far  more  than  they  do  the  earlier  years.  If,  therefore,  con¬ 
temporary  and  recent  scholars  have  called  attention  to  develop¬ 
ments  in  each  of  the  pre-Civil  War  decades  from  the  1820’s  on, 
their  emphases  only  italicize  the  significance  of  each  of  these 
decades. 

Manufactures  might  have  been  begun  to  expand  somewhat 
earlier  and  more  largely  had  it  not  been  for  the  high  profits  to  be 
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won  in  foreign  commerce  following  the  outbreak  of  the  Anglo- 
French  wars  in  1793.  In  a  day  when  the  entire  country  boasted 
fewer  than  a  half-dozen  millionaires,  the  trading  firm  of  Robert 
Oliver  &  Brothers  of  Baltimore  made  in  the  course  of  eighteen 
months  during  1806-07  a  net  profit  of  $775,000.  As  Adam  Seybert 
observed  shortly  after  the  end  of  the  wars  “.  .  .  our  catalogue  of 
merchants  was  swelled  much  beyond  what  it  was  entitled  to  be 
from  the  state  of  our  population.  Many  persons,  who  had  secured 
moderate  capitals,  from  mechanical  pursuits,  soon  became  the  most 
adventurous  .  .  .  The  brilliant  prospects  held  out  by  commerce, 
caused  our  citizens  to  neglect  the  mechanical  and  manufacturing 
branches  of  industry.”  This  relative  neglect  came  to  an  end  with  the 
period  of  embargo,  nonintercourse,  and  war,  and  after  industrial 
beginnings  thereby  substantially  enlarged  had  recovered  in  the 
1820’s  from  the  setbacks  sustained  from  renewed  British  competi¬ 
tion  following  the  War  of  1812,  the  more  rapid  although  not  unin¬ 
terrupted  growth  of  manufactures  proceeded  apace. 

Increasingly  after  about  the  middle  of  that  decade  and  fully  by 
the  end  of  the  following  one  (that  is,  by  1840)  it  is  possible  to  speak 
of  a  domestic  market  truly  national  in  its  dimensions.  The  national 
market,  as  we  shall  see,  made  possible  a  territorial  specialization 
which,  as  Douglass  C.  North  has  observed,  raised  the  productivity 
of  the  economy  as  a  whole.  Its  importance  for  American  economic 
growth  was  very  great.  In  the  nineteenth  century  the  American 
common  market  was  to  the  United  States  what  the  European  Com¬ 
mon  Market  is  to  twentieth-century  Europe.  But  neither  market 
could  have  arisen  out  of  economic  change  alone.  Both  were  in  part 
products  of  deliberate  political  action  requiring  the  creation  of  a 
larger  sovereignty.  For  this  and  many  other  reasons  that  we  shall 
examine  in  the  next  chapter  it  would  be  difficult  to  overemphasize 
the  importance  of  government  to  economic  growth. 


V 


Federal  Government  and 
Community  Will 


Central  versus  Local  Control 

Into  the  era  of  national  independence  from  the  colonial  period 
moved  two  strong  traditions  of  government  in  relation  to  the 
economy.  One  was  the  tradition  of  regulation,  the  other  the  promo¬ 
tion  of  economic  activity.  Both  stemmed  from  the  same  basic 
concern  for  the  welfare  of  the  community  and  were  less  a  reflection 
of  European  mercantilist  principles  than  of  needs  for  group  survi¬ 
val.  Numerous  price,  wage,  and  commodity  regulations  combined 
with  bounties  and  other  grants  of  special  privilege  to  make  for  a 
high  degree  of  community  participation  in  economic  life.  British 
legislation,  however,  while  also  regulatory  and  promotive,  ran 
along  the  periphery  of  community  life,  being  every  largely  confined 
to  matters  of  trade  and  other  external  relations.  Control  over  local 
affairs,  including  taxation,  had  long  been  left  in  the  hands  of  the 
colonists.  For  them,  therefore,  it  was  psychologically  easy  to  con¬ 
vert  custom  into  a  sense  of  constitutional  propriety:  local  govern¬ 
ments  were  more  intimately  aware  than  any  distant  administration 
could  be  of  needed  services  and  of  property  values  capable  of  sus- 
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taining  them  via  their  tax  yields.  This  understanding  of  where  the 
line  properly  lay  between  the  powers  of  external  and  internal  govern¬ 
ments  was  explicitly  achieved  only  when  the  crisis  in  imperial  rela¬ 
tions  after  1763  made  it  necessary  for  some  of  the  colonists  to 
reflect  upon  the  nature  of  the  unwritten  constitution  governing  the 
British  empire.  Because  the  deep  problem  crystallized  by  that  crisis 
was  to  persist  within  America  long  after  it  had  been  resolved  im¬ 
perially  by  the  Revolution,  it  will  be  worthwhile  to  formulate  it 
here  more  precisely. 

We  can  best  understand  the  nature  of  the  Revolution  if  we  com¬ 
pare  it  with  the  Civil  War.  What  was  fundamentally  involved  in 
both  cases  was  disagreement  between  central  government  and  local 
governments  as  to  the  nature  of  the  union.  In  both  cases  local  gov¬ 
ernments  believed  the  central  government  to  be  violating  a  con¬ 
stitutional  division  of  powers  between  them.  Parliament  of  course 
represented  the  central  government  of  the  British  Empire,  the  local 
governments  being  those  of  the  colonies.  Colonies  together  with 
mother  country  formed  in  a  constitutional  sense  a  greater  British 
nation.  All  belonged  to  the  same  whole.  This  view  of  the  nature  of 
the  empire,  interestingly  enough,  is  given  by  a  contemporary  Ameri¬ 
can  patriot,  James  Otis.  In  1764  Otis  described  Parliament  as  the 
“grand  legislature  of  the  nation.”  The  real  problem  of  the  revolu¬ 
tionary  crisis  was  to  find  a  satisfactory  dividing  line  between  the 
powers  of  the  “grand  legislature”  and  those  of  the  colonial  legisla¬ 
tures.  This  was  a  problem  of  federalism,  of  the  distribution  of 
powers  between  different  levels  of  government  within  the  framework 
of  the  same  organized  society.  The  controversy  between  Parliament 
and  the  American  legislatures  failed  of  solution  by  peaceful  means. 
So  too  did  the  later  controversy  between  central  government  in 
Washington  and  the  states  of  the  South.  In  both  cases  failure  led 
to  secession,  civil  war,  and  the  disruption  of  the  union. 

The  Declaration  of  Independence  transferred  the  problem  of 
federalism  from  London  and  Whitehall  to  Philadelphia,  where  it 
almost  immediately  became  clear  that  centers  of  authority  long 
autonomous,  alienated  not  only  by  British  legislation  after  1763  but 
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also  by  late  colonial  manipulations  of  the  state  for  private  advantage, 
would  continue  to  resist  the  surrender  of  the  substance  of  power  to 
a  remote  and  uncontrollable  government,  notwithstanding  its  Ameri¬ 
can  character.  It  is  true  that  the  familiar  powers  granted  Congress 
by  the  Articles  of  Confederation  are  numerous,  and  it  is  also  true 
that  we  are  used  to  looking  upon  the  Articles  backwards  from  the 
perspective  of  the  Constitution  rather  than  from  within  the  context 
of  their  own  present.  The  result  is  that  often  we  do  not  appreciate 
what  a  long  step  towards  centralization  was  taken  by  the  adoption  of 
that  document.  It  nevertheless  remains  true  that  the  Articles  did  not 
grant  the  indispensable  power  of  taxation  nor  that  of  control  over 
interstate  and  foreign  commerce.  And  Article  II  made  entirely  clear 
that  “each  state  retains  its  sovereignty,  freedom,  and  independence.” 
The  first  federal  constitution  assigned  to  Congress  many  powers  but 
withheld  the  power  to  enforce  them.  As  David  Ramsay  pointed  out 
in  his  almost  contemporaneous  History  of  the  American  Revolution 
(1789) :  “No  coercive  power  was  given  to  the  general  government, 
nor  was  it  invested  with  any  legislative  power  over  individuals,  but 
only  over  states  in  their  corporate  capacity.” 

So  old  and  so  strong  was  the  tradition  of  local  self-government, 
and  so  well  did  it  fit  a  land  of  magnificent  distances  and  slow  com¬ 
munications,  that  it  is  remarkable  nationalist  supporters  of  stronger 
government  won  their  way  in  1788.  Four  years  later  Alexander 
Hamilton  observed  to  Washington  that  the  “new  government  was 
opposed  in  its  first  establishment  by  a  large  proportion  of  its  citizens. 
.  .  .”  As  late  as  the  1830’s  Tocqueville  could  describe  the  United 
States  as  a  country  “in  which  every  village  forms  a  sort  of  republic, 
accustomed  to  govern  itself.”  By  then,  the  principle  of  decentraliza¬ 
tion  had  been  successfully  reasserted  mainly  by  men  in  the  main 
whose  interests  it  served,  and  it  was  to  dominate  the  nineteenth 
century,  with  sporadic  exceptions.  While  it  would  be  inappropriate 
to  assess  here  the  recent  controversial  literature  concerning  the 
forces  behind  the  Constitution,  few  historians  have  balanced  many 
of  the  active  considerations  as  well  as  did  David  Ramsay  in  1789: 


FEDERAL  GOVERNMENT  AND  COMMUNITY  WILL  [95 

The  prospects  of  increased  employment  for  shipping,  and  the  enlarge¬ 
ment  of  Commerce,  weighed  with  those  States  which  abounded  in 
sailors  and  ships,  and  also  with  seaport  towns,  to  advocate  the  adoption 
of  the  new  system;  but  those  States  or  parts  of  States,  which  depended 
chiefly  on  agriculture,  were  afraid  that  zeal  for  encouraging  an  Amer¬ 
ican  marine,  by  narrowing  the  grounds  of  competition  among  for¬ 
eigners  for  purchasing  and  carrying  their  produce,  would  lessen  their 
profits.  Some  of  this  description  therefore  conceived  that  they  had  a 
local  interest  in  refusing  the  new  system.  Individuals  who  had  great 
influence  in  state  legislatures,  or  who  held  profitable  places  under 
them,  were  unwilling  to  adopt  a  government  which,  by  diminishing  the 
power  of  the  states,  would  eventually  diminish  their  own  importance: 
others  who  looked  forward  to  seats  in  the  general  government,  or  for 
offices  under  its  authority,  had  the  same  interested  reason  for  sup¬ 
porting  its  adoption.  Some  from  jealousy  of  liberty,  were  afraid  of 
giving  too  much  power  to  their  rulers;  others,  from  an  honest  ambition 
to  aggrandize  their  country,  were  for  paving  the  way  to  national  great¬ 
ness  by  melting  down  the  separate  States  into  a  national  mass.  The 
former  feared  the  New  Constitution:  the  latter  gloried  in  it.  Almost 
every  passion  which  could  agitate  the  human  breast,  interested  States 
and  individuals  for  and  against  the  adoption  of  the  proposed  plan  of 
government.  Some  whole  classes  of  people  were  in  its  favor.  The  mass 
of  public  creditors  expected  payment  of  their  debts  from  the  establish¬ 
ment  of  an  efficient  government,  and  were  therefore  decidedly  for  its 
adoption.  Such  as  lived  on  salaries,  and  those  who,  being  clear  of  debt, 
wished  for  a  fixed  medium  of  circulation  and  the  free  course  of  law, 
were  the  friends  of  a  constitution  which  prohibited  the  issuing  of  paper 
money  and  all  interference  between  debtor  and  creditor.  In  addition 
to  these,  the  great  body  of  independent  men,  who  saw  the  necessity 
of  an  energetic  government,  and  who,  from  the  jarring  interests  of  the 
different  States,  could  not  foresee  any  probability  of  getting  a  better 
one  than  was  proposed,  gave  their  support  to  what  the  federal  conven¬ 
tion  had  projected,  and  their  influence  effected  its  establishment.1 

Men’s  motives  varied  and  were  often  in  mutual  conflict,  as  For¬ 
rest  McDonald  has  shown,  and  the  interests  of  states  largely  de¬ 
pended  on  how  well  they  had  managed  their  affairs  as  sovereign 
entities  during  the  1780’s.  It  is  improbable  the  uncertainty  can 
ever  be  resolved  concerning  the  relative  degrees  to  which  private 

1  History  of  the  American  Revolution  (Philadelphia,  1789),  II,  342-43. 
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and  public  interests  supplied  the  motive  power  of  men  and  states 
favoring  a  more  effective  government  than  was  possible  under  the 
Articles.  Certainly  it  is  true  that  for  some  men  public  was  private 
writ  large,  but  Ramsay  supplies  grounds  for  believing  that  others 
had  “an  honest  ambition  to  aggrandize  their  country”  and  favored 
paving  the  way  to  national  greatness.”  Nor  do  I  see  any  reason 
for  ignoring  the  supporting  role  of  “the  great  body  of  independent 
men,  who  saw  the  necessity  of  an  energetic  general  government.” 

Numerous  events  and  circumstances  in  the  1780’s  sharpened 
their  vision  of  this  necessity,  among  them  the  continued  British 
occupation  of  the  Great  Lakes  posts,  Spain’s  withdrawal  of  the 
right-of-deposit  at  New  Orleans,  ineffectual  defense  against  Barbary 
attacks  on  American  shipping,  exclusion  of  the  latter  from  the 
British  West  Indies,  and  inability  of  the  Confederation  govern  merit 
to  negotiate  important  commercial  treaties.  The  well-thumbed 
catalog  of  events  testifying  to  disparagement  abroad  and  weakness 
at  home  need  not  be  reopened  here  for  a  detailed  reading.  Not 
least  importantly,  the  demonstrated  dependence  of  an  undeveloped 
country  upon  foreign  loans  to  win  its  political  independence  pointed 
to  the  probability  of  a  similar  need  in  the  future  in  the  event  in¬ 
dependence  should  be  challenged.  In  addition,  some  men  saw 
clearly  that  this  coin  had  a  reverse  side,  and  that  the  internal 
development  necessary  to  a  higher  degree  of  economic  inde¬ 
pendence  would  also  require  foreign  capital.  Without  the  tax 
power  to  raise  funds  in  order  to  discharge  interest  and  principal 
of  outstanding  indebtedness,  the  nation’s  ability  to  borrow  would 
be  severely  limited.  As  E.  James  Ferguson,  the  leading  authority 
on  public  finance  for  this  period,  has  said:  “Whether  the  United 
States  could  have  kept  its  foreign  credit  alive  without  a  reorganiza¬ 
tion  of  the  federal  system  is  dubious.” 


The  Constitution  and  the  National  Market 

Of  the  many  contributions  to  growth  made  possible  by  the  adoption 
of  the  Constitution,  perhaps  the  most  fundamental  was  that  it  laid 
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the  legal  foundations  for  a  national  market.  The  grant  to  Congress 
of  authority  over  interstate  commerce  deprived  the  states  of  the 
power  to  interpose  obstacles  to  the  free  movement  of  people,  prod¬ 
ucts,  and  productive  factors  throughout  the  nation.  Had  the  Con¬ 
stitution  failed  of  adoption,  the  economic  interests  of  the  individual 
states  might  well,  as  in  the  case  of  Europe,  have  divided  the  conti¬ 
nental  territory  into  a  number  of  smaller  market  areas  separated 
from  each  other  by  tariff  walls.  The  ensuing  limitations  upon  de¬ 
mand  would  have  abridged  the  possibility,  first,  of  regional  special¬ 
ization,  and  second,  of  large-scale  production.  The  economies  of 
production  that  flowed  in  turn  from  each  of  these  developments 
would  have  been  lost;  unit  production  costs  would  have  been 
higher,  and  goods  and  services  would  have  been  sold  at  higher 
prices  to  relatively  few  consumers.  That  these  developments  did 
not  occur  cannot  be  credited  to  the  Constitution  alone.  The  Con¬ 
stitution  did  not  create  a  national  market,  but  it  made  it  possible 
for  one  to  emerge.  And  the  grant  to  Congress  of  the  power  to  “dis¬ 
pose  of  and  make  all  needful  Rules  and  Regulations  respecting  the 
Territory  or  other  Property  belonging  to  the  United  States,”  and 
to  admit  new  states  into  the  union,  placed  under  the  same  legal 
protection  against  compartmentalization  future  increases  in  the 
geographic  size  of  that  market. 

The  doing  of  business  within  the  national  market  was  to  be  eased 
by  several  facilitating  provisions  of  the  Constitution.  Among  these 
were  powers  given  Congress  to  coin  money  and  to  regulate  its 
value,  to  establish  uniform  bankruptcy  laws  and  a  uniform  rule  of 
naturalization,  to  establish  post  offices  and  post  roads,  and  to 
promote  the  progress  of  science  and  useful  arts  by  granting  copy¬ 
rights  to  authors  and  patents  to  inventors.  The  provision  extending 
the  federal  judicial  power  to  all  cases  between  citizens  of  different 
states  opened  the  courts  of  the  Union  to  cases  and  controversies 
concerning  property  and  other  rights  which  might  arise  in  widely 
separated  parts  of  the  national  trading  area.  The  power  to  call  forth 
the  militia  to  suppress  insurrections  afforded  a  means  of  insuring 
domestic  peace,  while  an  effective  national  army  promised  defense 
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of  western  settlements  against  Indian  attack  or  foreign  encroach¬ 
ment.  Finally,  prohibiting  the  states  from  coining  money,  from 
emitting  bills  of  credit,  from  making  anything  but  gold  and  silver 
coin  a  tender  in  payment  of  debt,  and  from  passing  any  law  im¬ 
pairing  the  obligation  of  contracts,  gave  promise  of  greater  security 
to  property  values  and  business  transactions. 

The  Supreme  Court  under  Chief  Justice  John  Marshall  was  to 
redeem  some  of  these  promises  by  preserving  the  freedom  of  com¬ 
merce  within  the  national  market  area  from  abridgment  by  the 
states  ( Gibbons  v.  Ogden,  1824),  and  by  contributing  to  the 
security  of  land  titles  ( Fletcher  v.  Peck,  1810),  in  a  day  when 
transactions  in  land  bulked  large  in  the  nation’s  business.  Under 
Marshall,  however,  the  power  of  the  Court  tended  to  fall  on  the 
side  of  vested  property  rights.  While  the  protection  of  property  is 
I  necessary  to  growth — and  we  shall  see  later  that  Marshall’s  de¬ 
cision  in  the  Dartmouth  College  case  (1819)  did  not  exert  the 
influence  often  ascribed  to  it — we  shall  find  the  conclusion  diffi¬ 
cult  to  avoid  that  key  decisions  by  the  Court  under  Chief  Justice 
Roger  B.  Taney  were  more  distinctly  favorable  to  economic  growth 
than  those  of  his  illustrious  predecessor. 


The  National  Debt 

A  second  fundamental  requirement  for  economic  growth  was  that 
the  new  nation  accept  the  mandate  and  be  given  the  means  of  dis¬ 
charging  its  debt.  The  connection  of  the  national  debt  with  chang¬ 
ing  patterns  of  political  sovereignty  as  well  as  with  the  emergence 
of  public  credit  indispensable  to  public  borrowing  justifies  a  fuller 
discussion  of  its  origin  and  course  than  would  otherwise  be  neces¬ 
sary  in  a  book  like  this  one.  The  public  debt  originated  in  the 
Revolutionary  War  and  had  both  a  foreign  and  domestic  compo¬ 
nent.  France  supplied  the  only  foreign  loans  until  early  in  1782, 
when  John  Adams  prevailed  upon  a  number  of  Dutch  mercantile 
banking  houses  to  underwrite  a  loan  of  approximately  $2,000,000. 
As  of  August  1782  the  debt  to  France  was  said  by  the  Comptroller 
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of  the  Treasury  to  be  “above  five  millions.”  Originally,  the  domestic 
part  of  the  debt  consisted  only  of  loan-office  certificates,  the  “war 
bonds  of  the  Revolution,”  but  bit  by  bit  Congress  assumed  the  re¬ 
sponsibility  for  other  obligations  that  added  to  its  amount.  In 
February  1782  Congress  enacted  a  law  providing  for  a  systematic 
inspection  of  the  claims  of  civilians,  most  of  which  had  originated 
in  supplies  furnished  the  Quartermaster  and  Commissary  Depart¬ 
ments,  and  in  1783  it  added  the  claims  of  the  Continental  army. 
Finally,  for  a  decade  beginning  in  1782,  Congress  settled  the  ac¬ 
counts  of  officials  who  had  handled  public  money  or  property 
during  the  war.  This  consolidation  of  the  domestic  debt  brought  its 
total  to  more  than  $27,000,000,  the  sum  being  represented  by 
securities  originally  sold  to  individuals  or  subsequently  issued  in 
settlement  of  their  claims.  By  far  the  two  largest  components  were 
war  bonds  and  army  claims,  each  of  which  amounted  to  approxi¬ 
mately  $11,000,000. 

Up  to  1783  only  subscribers  to  war  bonds  received  interest  on 
their  securities,  but  after  the  consolidation  of  the  floating  debt 
that  we  have  just  traced,  Congress,  in  the  words  of  Ferguson, 
“considered  itself  bound  to  pay  interest”  on  the  entire  debt.  But 
just  as  the  holders  of  war  bonds  had  sometimes  been  obliged  to 
receive  not  interest  but  written  acknowledgements  of  their  right  to 
it  (indents),  so  holders  of  claims  for  other  services  rendered  had 
also  to  look  to  the  future.  The  familiar  difficulty  was  Congress’s 
lack  of  authority  to  levy  taxes  under  the  Articles  of  Confederation. 
Its  system  of  requisitioning  sums  upon  the  states,  which  the  latter 
then  tried  with  varying  degrees  of  assiduity  and  success  to  levy 
upon  their  respective  citizens,  proved  a  “failure  .  .  .  during  the 
war”  and  was  “still  unproductive”  afterwards.  According  to  Paul 
Studenski  and  Herman  E.  Krooss,  collections  from  the  states  fell 
to  25  per  cent  of  the  sums  levied,  providing  a  total  of  only  $2,000,- 
000  in  specie  between  1783  and  1789.  “The  financial  plight  of  the 
country  that  confronted  the  Constitutional  Convention,”  says 
Curtis  Nettels,  “is  illustrated  by  the  fact  that  in  1786  the  total 
income  of  the  central  government  was  less  than  one  third  of  the 
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annual  charges  on  the  national  debt.”  Largely  because  of  the 
accumulation  of  unpaid  interest,  the  debt  reached  an  estimated 
total  of  $52,788,000  by  the  beginning  of  1790.  As  Studenski  and 
Krooss  baldly  phrase  it:  “The  United  States  was  bankrupt  and  no 
state  seemed  to  care.” 

The  members  of  the  Continental  Congress  cared.  In  February 
1781  Congress  had  urged  the  states  to  grant  it  the  power  to  levy 
upon  imports  an  ad  valorem  impost  of  5  per  cent,  committing  it¬ 
self  to  employ  the  proceeds  “to  the  discharge  of  the  principal  and 
interest  of  the  debts  already  contracted,  or  which  may  be  contracted, 
on  the  faith  of  the  United  States,  for  supporting  the  present  war.” 
The  policy  of  funding,  which  Hamilton  succinctly  defined  as  “the 
pledging  of  adequate  funds  or  revenues  for  paying  the  interest  and 
for  the  gradual  redemption  of  [the]  debt”  was  clearly  one  upon 
which,  as  Clarence  Ver  Steeg  points  out,  “there  was  universal 
legislative  agreement.”  The  only  question  was  how  to  do  it. 
Would  the  states  provide  sufficient  revenue  under  the  requisition 
system,  or  should  national  sources  of  revenue  be  developed? 

Ferguson  believes  an  alternative  to  funding  was  available  and 
would  have  been  followed  had  Congress  not  been  dominated  by 
“Nationalists”  under  the  leadership  of  Robert  Morris,  Superin¬ 
tendent  of  Finance.  The  debt  might  have  been  distributed  among 
the  states,  and  had  this  been  done  the  bulk  of  it  probably  would 
have  been  retired  by  some  such  “cheap”  method  as  levying  taxes 
payable  in  securities.  Ferguson  holds  this  to  have  been  an  old 
agrarian  technique,  expressive  of  the  will  of  the  majority.  Instead, 
he  maintains,  the  financier  prodded  Congress  into  recognizing  as 
the  obligation  of  the  federal  government  such  a  large  quantity  of 
debt  that  its  early  assumption  by  the  states  was  forestalled.  To 
discharge  this  debt  required  revenue  from  federal  taxes,  but  the 
power  to  levy  them  required  the  unanimous  consent  of  the  states 
to  amend  the  Articles.  The  use  of  the  amendment  process  to  extend 
the  powers  of  Congress,  however,  was  the  real  goal  of  Morris  and 
the  nationalists.  The  public  debt  was  a  means  to  that  end,  one 
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that  was  “vital  to  the  strategy  of  centralization.”  The  nationalists 
were  a  propertied,  aristocratic  minority  that  wanted  a  strong  central 
government  that  would  foster  business  enterprise,  encourage  the 
growth  of  “commercial  capitalism,”  and  rid  the  country  of  paper 
money,  tender  laws,  price  regulations,  embargoes,  and  antimonopoly 
laws.  Thus,  as  an  obligation  of  Congress  rather  than  of  the  states, 
the  public  debt  “preserved  an  economic  interest  in  an  extension 
of  Congressional  powers”  and  in  the  years  after  1783  “kept  alive 
the  movement  for  national  government”  that  culminated  in  adop¬ 
tion  of  the  Constitution. 

Several  considerations  render  questionable  the  conspiracy  thesis 
of  Ferguson.  For  one  thing,  Congress  had  adopted  funding  as  a 
policy  in  February  1781,  while  Morris  did  not  accept  the  proffered 
post  of  Superintendent  of  Finance  till  May  nor  officially  take  office 
till  July.  For  another,  the  great  bulk  of  the  consolidated  debt,  ap¬ 
proximately  $22,000,000  of  the  total  of  about  $27,000,000,  repre¬ 
sented  sums  due  holders  of  war  bonds  and  the  army.  Surely  these 
were  debts  “contracted  on  the  faith  of  the  United  States,  for  sup¬ 
porting  the  present  war,”  as  the  funding  resolution  of  February 
1781  expressed  it.  Nor  does  it  seem  unreasonable  so  to  regard  the 
$3,700,000  decided  upon  as  due  to  civilians  who  had  supplied  the 
army,  frequently  under  military  compulsion.  Finally,  Ver  Steeg 
seems  to  me  persuasive  in  his  argument  that  if  the  financier  had 
been  successful  in  realizing  his  “overpowering  objective,  the  restor¬ 
ation  of  the  public  credit,”  this  would  have  “significantly  increase[d] 
the  prestige  of  the  Confederation  which  Morris  conceived  to  be 
essential  to  the  preservation  of  the  Union.”  Clearly,  Morris  was 
“attempting  to  provide  a  financial  and  economic  program  for  the 
Confederation  as  Hamilton  later  provided  one  for  the  new  govern¬ 
ment  under  the  Constitution.”  It  is  true  that  after  1783  Morris’s 
“thoughts  tum[ed]  seriously  to  a  complete  replacement  of  the  con¬ 
stitutional  structure,”  but  this  took  place  only  after  the  defeat  of  the 
funding  program.  His  motives,  therefore,  require  assessment  within 
contexts  preceding  that  event. 
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The  Development  Program  of  Robert  Morris 

That  Morris  savored  many  of  the  objectives  named  by  Ferguson 
cannot  be  denied.  Indeed,  it  should  be  emphasized  that  while 
Morris’s  immediate  goal  was  to  fund  the  debts  of  the  Confedera¬ 
tion  on  the  basis  of  permanent  revenues,  the  ultimate  objective 
behind  his  hopes  of  reviving  public  credit  was  the  economic  devel¬ 
opment  of  the  nation.  The  financier’s  objectives  have  not  previously 
been  depicted  in  these  terms,  so  that  the  evidence  sustaining  the 
characterization  deserves  detailed  review.  The  financier  did  not 
draw  up  a  series  of  state  papers  in  the  manner  of  Hamilton  a 
decade  later,  but  he  did  address,  among  numerous  briefer  com¬ 
munications,  one  long  letter  to  the  Congress  that  fully  warrants 
Ver  Steeg’s  evaluation  of  it  as  a  remarkable  Report  on  Public 
Credit. 

In  this  Report,  dated  July  29,  1782,  Morris  made  a  strong  plea 
for  the  adoption  of  tax  measures  he  believed  would  do  far  more 
than  merely  provide  funds  against  which  both  domestic  and 
foreign  loans  might  be  opened  and  current  expenditures  met.  Ad¬ 
vocating,  besides  an  impost,  taxes  on  land,  polls,  and  spiritous 
liquors,  he  observed,  in  the  manner  of  Hamilton,  that  “Taxation 
to  a  certain  limited  point  is  not  only  proper  but  useful,  because  by 
stimulating  the  industry  of  Individuals  it  increases  the  Wealth  of 
the  Community.”  Not  only  would  taxes  rouse  men  from  “in¬ 
dolence”  so  that  they  would  be  able  to  “provide  the  means  of  pay¬ 
ment”;  they  would  also  “encourage  economy”  in  purchases  so 
that  money  would  be  “in  readiness  for  the  Tax-gatherer.”  Even 
if  persons  borrowed  to  pay  part  of  their  tax  bill,  an  investment  of 
the  remainder  of  the  loan  in  “additional  improvements”  in  agricul¬ 
ture  or  trade  would  more  than  repay  the  cost  of  both  taxes  and 
interest.  For,  Morris  explained,  while  interest  at  6  per  cent  would 
have  to  be  paid,  “It  is  at  the  same  time  notorious  that  the  profits 
made  by  Husbandmen  on  funds  which  they  borrowed  were  very 
considerable.”  He  thought  it  no  exaggeration  to  estimate  farm 
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profits  at  12  per  cent,  and  “the  profits  made  by  other  professions 
are  equal  to  those  of  the  Husbandmen.”  Assuming  therefore  “that 
every  person  in  the  community  made  such  a  loan  a  similar  ad¬ 
vantage  would  arise  to  the  community.”  Finally,  if  government 
were  to  contract  a  loan  and  be  permitted  by  its  receipts  to  ask  so 
much  less  in  taxes,  the  same  advantage  would  accrue.  Hence, 
Morris  was  able  to  conclude  that  “in  a  society  where  the  average 
profits  of  stock  [i.e.,  capital]  are  double  to  the  Interest  at  which 
money  can  be  obtained,  every  public  loan  for  necessary  expendi¬ 
tures  provides  a  fund  in  the  aggregate  of  national  wealth  equal  to 
the  discharge  of  its  own  interest.” 

In  every  society  there  must  be  taxes,  Morris  insisted,  “because 
the  necessity  of  supporting  Government  and  defending  the  State 
always  exist.”  But  the  level  of  taxation  should  be  sufficiently  high 
not  only  to  meet  these  needs  but  also  to  provide  “works  of  public 
utility,  such  as  the  opening  of  roads  and  navigation.”  Morris  en¬ 
visaged  a  special  usefulness  for  his  proposed  tax  on  land  at  the 
rate  of  $1  per  one  hundred  acres.  He  divided  into  two  groups  the 
proprietors  of  the  “land  of  America.”  The  “most  numerous  and 
most  valuable  part”  consisted  of  those  “industrious  cultivator[s] 
who  owned  and  occupied  their  own  lands:  the  free  husbandman 
is  the  natural  Guardian  of  his  Country’s  freedom.”  To  men  culti¬ 
vating  from  one  to  five  hundred  acres  the  tax  would  be  “a  trifling 
object.”  But  not  to  the  “great  Landholder.”  For  him  Morris  had  no 
sympathy,  and  the  reason  is  clear:  “a  large  proportion  of  America 
is  the  property  of  great  landholders,  they  monopolize  it  without 
cultivation,  they  are  (for  the  most  part)  at  no  expence  either  of 
money  or  personal  service  to  defend  it,  and  keeping  the  price 
higher  by  monopoly  than  otherwise  it  would  be  they  impede  the 
settlement  and  culture  of  the  Country.”  To  meet  the  high  aggregate 
tax  bill  on  their  vast  acreages  would  require  them  to  lower  their 
“monopoly”  price  and  sell  to  men  who  would  place  the  land  under 
cultivation.  The  tax  would  thus  “relieve  the  indigent  and  aggrandize 
the  State  by  bringing  property  into  the  hands  of  those  who  would 
use  it  for  the  Benefit  of  Society.”  Every  government  should  seek  to 
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repress  land  monopoly  for  the  purpose  of  “encouraging  settlements 
and  population.” 

Morris  conceded  that  his  poll  tax  of  $  1  on  all  freemen  and,  with 
stated  exceptions,  on  all  male  slaves  between  16  and  60  years  of 
age,  might  be  onerous  if  levied  in  Europe.  “In  some  parts  of 
Europe  where  nine-tenths  of  the  people  are  exhausted  by  continual 
labor  to  procure  bad  cloathing  and  worse  food,  this  tax  would  be 
extremely  oppressive.”  But  the  situation  of  America  differed  in 
this  regard  so  much  from  that  of  Europe  “that  hardly  any  maxim 
which  applies  to  one  will  be  alike  applicable  to  the  other.”  Not 
only  was  labor  “in  such  demand  among  us,  that  the  Tax  will  fall 
on  the  consumer”;  but  “in  America  where  three  days  of  labor 
produce  sustenance  for  a  week,  it  is  not  unreasonable  to  ask  two 
days  out  of  a  year  as  a  contribution  to  the  payment  of  public 
Debts.” 

So  far  as  the  excise  tax  on  spiritous  liquors  was  concerned, 
ardent  spirits  “have  always  been  equally  prejudicial  to  the  con¬ 
stitutions  and  morals  of  the  people.  The  Tax  will  be  a  means  of 
compelling  vice  to  support  the  cause  of  virtue,  and  like  the  Poll 
Tax  draw  from  the  idle  and  dissolute  that  contribution  to  the 
public  revenue  which  they  will  not  otherwise  make.” 

One  final  service  of  taxation  is  to  be  noted.  Congress  had  recom¬ 
mended  an  ad  valorem  impost  in  its  appeal  to  the  states  in  February 
1781.  Morris  believed  “it  would  have  been  well  to  have  stipulated 
the  precise  sum  payable  on  different  species  of  commodities.” 
He  saw  two  advantages  in  specific  duties:  “First  that  coarse  and 
bulky  commodities  could  not  be  smuggled  to  evade  the  heavy  duty, 
and  that  fine  commodities  would  not  be  smuggled  to  evade  the  light 
duty.  In  the  second  place,  and  here  is  a  point  deserving  special 
emphasis  in  view  of  a  common  impression  that  Morris  lacked 
interest  in  native  manufactures,  the  heavy  duty  on  coarse  com¬ 
modities  “would  operate  [as]  an  encouragement  to  produce  them 
at  home.” 

In  the  light  of  this  evidence  it  is  clear  that  Morris  framed  his 
financial  program  with  broad  objectives  of  national  economic 
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development  in  mind.  In  a  word,  he  would  encourage  westward 
migration  by  having  government  open  the  way  with  internal  im¬ 
provements  and  by  compelling  holders  of  idle  land  to  sell  it  to  men 
who  would  place  it  under  cultivation.  He  apparently  wished  to 
encourage  population  growth,  and  twice  in  this  letter  he  referred 
to  the  convenience  of  government’s  possessing  population  statistics. 
Finally,  he  wished  to  promote  domestic  manufactures  via  import 
duties,  to  encourage  borrowing  for  the  purpose  of  capital  invest¬ 
ment  in  agriculture  and  industry,  to  squeeze  socially  useful  labor 
out  of  indolence,  and  to  discourage  the  injurious  effects  of  strong 
drink. 

This  concern  with  the  size  and  efficiency  of  the  labor  force,  and 
with  increasing  the  supply  of  capital,  has  a  very  modern  ring,  as 
does  the  almost  puritanical  emphasis  on  frugality  and  civic  re¬ 
sponsibility.  By  these  emphases  underdeveloped  nations  in  the 
twentieth  century  often  try  to  initiate  a  more  rapid  process  of 
growth.  To  facilitate  this  end  these  nations  also  seek  to  attract 
foreign  capital  funds  to  compensate  for  insufficient  domestic  sup¬ 
plies.  Morris,  too,  wished  to  do  so:  “money  lent  by  the  City  of 
Amsterdam  to  clear  the  forests  of  America  would  be  beneficial  to 
both.  Draining  marshes  and  bringing  forests  under  culture  are 
beneficial  to  the  whole  human  race;  but  most  so  to  the  Proprietor.” 
But  as  he  disarmingly  noted:  “It  may  seem  superfluous  to  add  that 
credit  is  necessary  to  the  obtaining  of  loans.”  And  “this  must  be 
done  at  home  before  it  can  be  extended  abroad.”  To  expect  that 
foreigners  would  trust  a  government  that  had  no  credit  with  its 
own  citizens,  he  had  written  to  the  President  of  Congress  in 
February  1782,  “would  be  madness.” 

Morris  had  an  additional  reason  for  emphasizing  the  importance 
of  domestic  credit:  “It  is  however  an  advantage  peculiar  to  domestic 
loans,  that  they  give  stability  to  Government  by  combining  together 
the  interests  of  moneyed  men  for  its  support,  and  consequently  in 
this  Country  a  domestic  debt,  would  greatly  contribute  to  that 
Union,  which  seems  not  to  have  been  sufficiently  attended  to,  or 
provided  for,  in  forming  the  national  compact.”  “A  Government 


THE  ROOTS  OF  AMERICAN  ECONOMIC  GROWTH,  1607-1861  [106 

torn  by  intestine  commotions  is  not  likely  to  acquire  or  maintain 
credit  at  home  or  abroad.”  Furthermore,  the  provision  of  “solid 
funds  for  the  national  debt”  would  resurrect  debts  “which  are  in  a 
manner  dead.”  And  by  “distributing  property  into  those  hands 
which  could  render  it  most  productive”  not  only  would  revenue  be 
increased,  but  the  restoration  of  public  credit  would  revivify  private 
credit:  the  “secret  hoards  would  be  unlocked.” 

Other  Early  Interest  in  Internal  Improvements 

The  similarity  between  Morris’s  objectives  and  those  of  Hamilton 
is  remarkable  and  points  to  the  essential  continuity  between  the 
Federalist  program  for  economic  development  in  the  1790’s  and 
that  of  the  nationalists  a  decade  earlier.  Did  these  programs  repre¬ 
sent  the  interests  and  express  the  wishes  of  a  mere  wealthy  minor¬ 
ity?  I  shall  have  more  to  say  on  this  important  question  after  de¬ 
scribing  the  legislation  of  the  nineties,  but  it  is  pertinent  to  note 
here  that  both  programs  originated  in  a  wider  public  demand  for 
development  than  is  commonly  appreciated.  Indeed,  both  were 
later  and  more  comprehensive  definitions  of  what  Samuel  Reznick 
once  called  a  “widely  prevalent  and  pervasive  zeal  for  useful  im¬ 
provements”  that  can  be  traced  back  at  least  as  far  as  the  mid¬ 
eighteenth  century. 

Useful  knowledge  and  improvements  come  close  to  defining  the 
“philosophical”  interests  of  Benjamin  Franklin  and  his  intercolonial 
circle  of  “virtuosi  or  ingenious  men,”  as  he  termed  them.  His 
original  circular  letter  of  May  13,  1743,  suggesting  the  establish¬ 
ment  of  the  American  Philosophical  Society,  bore  the  title:  “A 
Proposal  for  Promoting  Useful  Knowledge  among  the  British 
Plantations  in  America.”  Among  numerous  items  of  useful  knowl¬ 
edge  Franklin  included  “new  mechanical  inventions  for  saving 
labour,  as  mills  and  carriages,  and  for  raising  and  conveying  of 
water,  draining  of  meadows,  etc.;  all  new  arts,  trades,  and  manu¬ 
factures,  that  may  be  proposed  or  thought  of;  .  .  .  [and]  new 
improvements  in  planting,  gardening  and  clearing  land.”  Fused  in 
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1769  with  the  American  Society  Held  at  Philadelphia  for  Promot¬ 
ing  Useful  Knowledge,  the  American  Philosophical  Society  dis¬ 
played  a  keen  interest  in  many  forms  of  “useful  improvements” 
and  established  a  standing  Committee  on  American  Improvements. 
Among  the  objects  engaging  the  pragmatic  attention  of  the  Com¬ 
mittee  was  the  importation  of  silkworms  for  the  encouragement  of 
manufactures  and  the  study  of  the  prospects  of  a  canal  to  connect 
the  Chesapeake  and  the  Delaware.  The  Committee  members  con¬ 
ducting  the  latter  study  were  later  praised  as  men  “whose  views, 
extending  beyond  themselves,  [were]  employed  upon  objects  of 
general  benefit  and  utility.”  Similarly,  the  American  Academy  of 
Arts  and  Sciences,  incorporated  in  Boston  in  May  1780  following 
the  efforts  of  John  Adams  in  its  behalf,  included  within  its  objec¬ 
tives  the  promotion  and  encouragement  of  “improvements  in  agri¬ 
culture,  arts,  manufactures  and  commerce”  and  a  determination  of 
“the  uses  to  which  the  various  natural  productions  of  the  country 
may  be  applied.” 

The  early  interest  of  the  American  Philosophical  Society  in  in¬ 
ternal  improvements  received  added  impulse  from  the  political  mis¬ 
understandings  preceding  the  Revolution.  “After  the  troubles  caused 
by  the  Stamp  Act  [1765],”  says  Weeden,  “we  note  a  growing  de¬ 
sire  for  American  goods,  with  a  constant  social  pressure  to  en¬ 
courage  the  use  of  them,  and  the  manufacture  on  a  larger  scale.” 
Towns  in  Massachusetts  offered  premiums  to  encourage  the  growth 
of  raw  materials  and  their  manufacture  while  the  New  York  Society 
for  the  Promotion  of  the  Arts,  Agriculture  and  (Economy  offered 
premiums  for  local  manufactures,  established  a  spinning  school, 
and  conducted  a  fortnightly  market  for  the  sale  of  New  York  manu¬ 
factures.  In  February  1776  Congress  adopted  a  resolution  propos¬ 
ing  the  formation  of  societies  for  the  promotion  of  manufactures 
in  all  the  colonies.  Already  at  this  early  date,  as  Reznick  points 
out,  Alexander  Hamilton  had  a  vision  of  America’s  “grandeur  and 
glory”  that  would  follow  upon  the  development  of  manufactures. 
Nor  was  he  alone.  Among  the  patrons  and  managers  of  the  United 
Company  of  Philadelphia,  a  public  enterprise  that  flourished  be- 
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tween  the  years  1775-78,  were  such  men  as  Tench  Coxe,  Samuel 
Wetherill,  and  Christopher  Marshall,  all  of  whom  became  “per¬ 
sistent  and  devoted  advocates  of  American  manufactures.” 

During  the  depression  years  of  the  1780’s  “patriotism  provided 
the  impetus”  for  a  renewal  of  manufacturing  zeal.  Beginning  in 
1785,  the  mechanics,  tradesmen,  and  manufacturers  formed  so¬ 
cieties  and  committees  in  New  York,  Boston,  Baltimore,  and 
Providence  for  the  purpose  of  promoting  public  encouragement 
of  their  interests.  Urging  union  and  cooperation  upon  similar  so¬ 
cieties  in  other  towns,  the  Boston  Association  of  Tradesmen  and 
Manufacturers  declared  in  a  circular  letter  of  1788:  “These  States 
are  so  extensive  in  their  boundaries,  so  various  in  their  climate, 
and  so  connected  in  their  national  interests,  that  if  a  plan  could  be 
adopted  throughout  the  confederation  for  the  exchange  of  the 
produce  and  manufactures  of  each  State,  we  conceive  it  would 
serve  to  cement  a  general  union.”  In  February  1789  Washington 
wrote  to  Jefferson  that  “the  greatest  and  most  important  objects  of 
internal  concern,  which  at  present  occupy  the  public  mind,  are 
manufactures  and  inland  navigation.”  It  is  clear  that  by  the  first 
years  of  the  federal  government,  “Manufactures,  like  the  Consti¬ 
tution,  were  expected  to  strengthen  the  country  and  help  it  achieve 
true  independence.”  Reflecting  these  concerns  of  the  “public  mind,” 
Congress  invited  Hamilton  to  draw  up  his  well-known  series  of 
economic  reports.  Taken  together,  as  Joseph  Dorfman  observes, 
the  reports  “constitute  a  theoretical  plan  which  is  just  beginning  to 
be  appreciated.” 

Hamilton’s  Program 

Alexander  Hamilton’s  values  are  too  well  known  for  detailed 
description,  informing  as  they  do  his  celebrated  Reports  on  Public 
Credit  (January  1790  and  January  1795),  a  National  Bank  (De¬ 
cember  1790),  and  Manufactures  (December  1791),  as  well  as 
his  private  correspondence  and  other  writings.  Like  Morris,  the 
Secretary  of  the  Treasury  (1789-95)  emphasized  the  need  for  an 
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alliance  between  government  and  men  of  wealth  in  order  to  cement 
the  union,  bolster  public  credit,  provide  increased  capital  funds  for 
development  from  both  foreign  and  domestic  sources,  and  provide 
the  setting  of  stability  in  which  those  funds  would  flow  with  con¬ 
fidence.  Envisaging  a  wide  promotional  role  for  government  he 
wished  it  to  encourage  the  development  of  a  balanced  and  self- 
sufficient  economy,  and  held  that  the  “improvement  of  the  com¬ 
munications  between  the  different  parts  of  our  country  is  an  object 
well  worthy  of  the  national  purse.”  Like  Morris  he  regarded  taxa¬ 
tion  as  “a  spur  to  industry”:  “We  labor  less  now  than  any  civilized 
nation  of  Europe;  and  a  habit  of  labor  in  the  people  is  as  essential 
to  the  health  and  vigor  of  their  minds  and  bodies,  as  it  is  conducive 
to  the  welfare  of  the  state.”  He  also  wished  to  discourage  the  “con¬ 
sumption  of  ardent  spirits,”  which  he  found  regrettable  “as  well  in 
regard  to  the  health  and  morals  as  to  the  economy  of  the  com¬ 
munity.”  Like  Morris  once  again,  Hamilton  stressed  the  need  to 
increase  “the  active  or  productive  capital  of  a  country”  and  scorned 
“dead  stock.” 

The  parallelism  cannot  be  extended  too  far,  not  because  of  many 
significant  differences  between  the  views  and  objectives  of  the  two 
men  but  because  differences  in  historical  context  and  opportunity 
permitted  Hamilton  a  fuller  exposition  and  also  because,  as  I  be¬ 
lieve,  Hamilton  was  the  more  farseeing  of  the  two.  He  advocated, 
for  example,  government  aid  to  institutions  supporting  agriculture 
and  the  arts,  and  he  favored  the  founding  of  a  national  university. 
One  significant  contrast  should  be  noted:  Morris  wished  to  en¬ 
courage  western  settlement  by  destroying  large-scale  ownership  of 
land,  whereas  Hamilton  saw  migration  as  injurious  to  the  progress 
of  manufactures  and  preferred  using  the  public  lands  as  a  source 
of  revenue. 

The  development  programs  of  the  two  financiers  differed  less 
in  their  content  than  in  their  legislative  fate.  Fundamental  change 
in  the  political  structure  permitted  most  of  Hamilton’s  to  be  enacted 
into  law,  although  it  is  true  that  the  revenue  objectives  of  the  tariff 
legislation  before  1816  were  more  pronounced  than  their  pro- 
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tective  aspects.  The  Constitution  gave  Congress  the  power  to  tax, 
naming  first  among  the  objectives  of  that  power:  “to  pay  the  debts 
.  .  .  of  the  United  States”  (Art.  I,  sec.  8).  Article  VI  made  ex¬ 
plicitly  clear  that  “all  debts  contracted  and  engagements  entered 
into,  before  the  adoption  of  this  Constitution,  shall  be  as  valid 
against  the  United  States  under  this  Constitution,  as  under  the 
Confederation.”  Then  in  August  1790  Congress  enacted  the  well- 
known  Hamiltonian  measures  for  funding  not  only  the  Revolution¬ 
ary  War  debts  of  the  Confederation  but  also  those  of  the  states.  In 
1789  Congress  had  already  provided  a  source  of  national  revenue 
by  levying  duties  on  imports;  in  1791,  yielding  to  Hamilton’s  fears 
that  income  from  duties  might  not  prove  sufficient  for  both  the 
needs  of  current  expenditures  and  the  servicing  of  the  debt,  it 
enacted  the  first  of  three  excise  tax  bills  to  be  passed  during  the 
1790’s.  These  measures,  together  with  deliberate  open-market  pur¬ 
chases  of  securities  by  the  Secretary  of  the  Treasury,  soon  raised 
the  credit  of  the  United  States. 

The  restoration  of  public  credit  had  effects  important  for  eco¬ 
nomic  growth.  In  the  first  place,  eroded  capital  values  were  re¬ 
stored.  Paper  claims,  which  appear  to  have  fallen  as  low  as  15 
cents  on  the  dollar  in  early  1788,  rose  above  par  by  August  1791. 
In  the  second  place,  foreign  capital  seeking  investment  in  govern¬ 
ment  funds  began  to  flow  in  increasing  volume  into  the  United 
States.  Foreign  holdings  of  American  public  debt  amounted  to 
$2,746,840  on  November  13,  1788,  and  on  August  16,  1790  the 
sum  was  $5,477,042.  Purchased  at  par  and  above,  these  holdings 
continued  to  rise,  reaching  $20,288,637  by  May  1795  and  $33,041,- 
135  on  September  30,  1801.  Finally  and  most  importantly,  there 
occurred  a  result  that  to  my  knowledge  has  never  been  better 
described  than  by  historian  Richard  Hildreth  more  than  one 
hundred  years  ago: 

The  great  secret  of  the  beneficial  operation  of  the  funding  system  was 
the  reestablishment  of  confidence;  for  commercial  confidence,  though 
political  economists  may  have  omitted  to  enumerate  it  among  the  ele¬ 
ments  of  production,  is  just  as  much  one  of  those  elements  as  labor, 
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land,  or  capital — a  due  infusion  of  it  increasing  in  a  most  remarkable 
degree  the  productive  activity  of  those  other  elements,  and  the  want  of 
it  paralyzing  their  power  to  a  corresponding  extent.  By  the  restoration 
of  confidence  in  the  nation,  confidence  in  the  states,  and  confidence  in 
individuals,  the  funding  system  actually  added  to  the  labor,  land,  and 
capital  of  the  country  a  much  greater  value  than  the  amount  of  the 
debt  thereby  charged  upon  them.2 

It  is  indeed  possible  that  the  resurgence  of  public  credit,  by  low¬ 
ering  the  interest  rate  on  government  debt,  led  in  turn  to  a  reduc¬ 
tion  in  the  market  rate  of  interest  and  thus  cheapened  the  capital 
costs  of  investment.  Certainly  this  was  one  of  the  objectives  which 
the  brilliant  William  Bingham,  merchant-banker  of  Philadelphia, 
had  in  mind  when  he  urged  Hamilton  in  November  1789  to  do 
everything  possible  to  resuscitate  the  public  credit.  Other  nations, 
he  reminded  the  Secretary  of  the  Treasury,  were  “in  the  practice  of 
mortgaging  their  revenue  to  their  Creditors.” 

If  we  offer  a  less  Substantial  Security,  we  must  Submit  to  a  consequent 
Depreciation  in  the  Value  of  our  Funds, — This  will  essentially  tend  to 
raise  the  Market  rate  of  Interest,  of  which  the  public  Funds  are  gen¬ 
erally  the  Index. — Now,  a  great  object  of  Government  should  be  to 
lower  the  Interest  of  Money,  which,  independent  of  other  Advantages 
(as  connected  with  the  flourishing  State  of  Agriculture,  Manufactures, 
&  Commerce)  would  enable  the  Public  to  borrow  on  Such  Terms,  as 
would  admit  of  extinguishing  part  of  the  Capital  of  the  Debt,  if  its 
Creditors  would  not  assent  to  a  reduction  of  their  Interest, — A  Govern¬ 
ment  should  therefore  pledge  every  security  it  can  offer,  to  engage  the 
Confidence  of  the  public  Creditors,  which,  if  once  impaired,  the 
pernicious  Effects  will  be  felt  in  all  its  future  Dealings.3 

“Our  public  credit,”  a  jubilant  Washington  wrote  in  July  1791, 
“stands  on  that  ground,  which  three  years  ago  it  would  have  been 
considered  as  a  species  of  madness  to  have  foretold.” 

Looking  back  upon  funding  Hamilton  was  expansive.  “What 
have  been  the  effects  of  this  system?”  he  asked.  His  answer  was: 

2  The  History  of  the  United  States  of  America  (New  York,  1856),  IV, 
276. 

3  Quoted  by  James  O.  Wettereau,  “Letters  from  Two  Business  Men  to 
Alexander  Hamilton  on  Federal  Fiscal  Policy,  November,  1789”,  Journal  of 
Economic  and  Business  History,  III,  August  1931,  p.  673. 
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An  extension  of  commerce  and  manufactures,  the  rapid  growth  of  our 
cities  and  towns,  the  consequent  prosperity  of  agriculture,  and  the 
advancement  of  the  farming  interest.  All  this  was  effected  by  giving 
life  and  activity  to  a  capital  in  the  public  obligations,  which  was  before 
dead,  and  by  converting  it  into  a  powerful  instrument  of  mercantile 
and  other  industrious  enterprise.4 

Hamilton’s  unicausal  explanation  is  insufficient,  but  it  does  under¬ 
score  my  general  point  that  the  contribution  of  these  fundamental 
measures  of  government  to  growth  cannot  be  ignored.  What  gov¬ 
ernment  had  done  was  to  tax  one  group  of  people  (chiefly,  buyers 
of  imported  goods  and  grain  farmers  who  converted  their  crops 
into  whiskey)  for  the  immediate  benefit  of  a  smaller  group  of  people 
(securities  holders)  in  order  to  achieve  a  later  and  larger  benefit 
for  the  American  community  as  a  whole.  It  had  adopted  a  program 
of  forced  savings  as  a  technique  for  increasing  the  supply  of  capital 
funds  in  an  underdeveloped  country.  And  while  part  of  that  in¬ 
crease  was  direct  and  immediate,  much  the  greater  increment 
came  as  a  by-product  of  restored  public  and  private  confidence. 
Blending  inseparably  with  profit  opportunities  created  by  growing 
markets  and  expanding  population,  the  improved  security  frame¬ 
work  of  investment  played  an  important  part  in  the  nation’s  sub¬ 
sequent  ability  to  attract  needed  funds  from  abroad. 


The  Legislation  of  the  1790’ s 

“In  matters  of  industry,”  Hamilton  wrote  in  1801,  “human  enter¬ 
prise  ought,  doubtless,  to  be  left  free  in  the  main;  not  fettered  by 
too  much  regulation;  but  practical  politicians  know  that  it  may  be 
beneficially  stimulated  by  prudent  aids  and  encouragements  on  the 
part  of  the  government.”  During  the  dozen  years  of  Federalist  rule 
from  1789  to  1801,  enterprise  received  from  government  a  num¬ 
ber  of  “prudent  aids  and  encouragements”  in  addition  to  the 
measures  taken  in  behalf  of  the  nation’s  credit.  To  nascent  manu- 

4  Richard  B.  Morris,  ed.  Alexander  Hamilton  and  the  Founding  of  the 
Nation  (New  York,  1957),  p.  317. 
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factures  Congress  in  1789  gave  a  tariff  which,  while  mild  in  com¬ 
parison  with  later  ones,  F.  W.  Taussig  calls  “protective  in  intention 
and  spirit.”  Some  two  years  later,  in  December  1791,  Hamilton 
submitted  his  Report  on  Manufactures,  calling  for  payments  of 
bounties,  premiums,  and  awards,  and  recommending  twenty-one 
increases  in  existing  tariff  rates  and  five  reductions  in  the  rates 
on  raw  materials.  The  House  pigeonholed  the  report,  but  in  March 
1792  a  new  tariff  law  incorporated  eighteen  of  his  twenty-one 
increases  and  three  of  his  five  reductions.  The  shipbuilding  in¬ 
dustry  benefited  from  a  multipronged  effort  to  develop  a  native 
merchant  marine.  The  fisheries  and  coastal  trade  were  closed  to 
vessels  not  built  and  owned  by  Americans,  while  discriminatory 
tonnage  and  import  duties  favored  native  construction  and  owner¬ 
ship  over  foreign  vessels  in  international  trade.  The  subsequent 
expansion  of  shipping  tonnage  under  American  registry  from 
972,000  tons  in  1800  to  5,354,000  tons  in  1860  owed  much  to 
this  encouragement.  To  encourage  trade  with  the  Far  East,  duties 
on  Oriental  products  imported  in  foreign  vessels  were  made  higher 
than  those  carried  in  American  ships.  Finally,  the  mercantile  com¬ 
munity  generally  and  the  interests  of  national  credit  as  well  were 
served  by  the  chartering  of  the  Bank  of  the  United  States  in  1791. 
Besides  providing  short-term  loans  to  government  and  business, 
the  Bank  augmented  the  scarce  currency  supply  and  performed 
numerous  other  services.  Not  least  of  these  was  its  widening  of  the 
market  for  government  securities  through  the  requirement  that 
three-fourths  the  amount  of  each  subscription  to  the  Bank’s  stock 
be  paid  for  in  those  securities.  Foreign  holders  of  Bank  stock,  as 
James  O.  Wettereau  pointed  out,  were  extensive,  amounting  to 
thirteen  thousand  shares  in  January  1798  and  to  eighteen  thousand 
shares  in  March  1809. 


Federal  Legislation  and  Community  Will 

To  what  extent  did  this  strongly  promotive  legislation  represent  the 
wishes  of  the  American  community?  In  view  of  the  emphasis  I  have 
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placed  upon  the  importance  to  economic  growth  of  a  people’s 
desire  for  growth,  the  question  is  a  significant  one,  and  it  is  ex¬ 
tremely  difficult  to  answer.  As  is  so  often  the  case  in  history,  the 
great  mass  remains  inarticulate.  The  complexities  of  the  present 
case  are  compounded  not  only  by  the  attrition  of  direct  historical 
evidence,  but  by  the  existence  of  obstacles  to  the  formation  and 
expression  of  public  opinion.  Some  of  these  are  implied  in  Jeffer¬ 
son’s  emphasis  upon  the  importance  of  public  education,  in  the 
dispersion  of  settlement,  the  problems  of  transportation,  and  the 
relative  paucity  of  organs  of  information,  especially  in  the  rural 
areas  where  most  people  lived.  Legal  limitations  upon  the  suffrage 
remained  significant  until  about  1810.  All  of  these  considerations 
make  more  difficult  the  problem  of  deciding  what  program  spoke 
for  the  interests  of  the  majority.  We  know  the  majority  were  farm¬ 
ers  but  the  extent  to  which  the  legislation  of  the  nineties  was 
contrary  to  their  interests  and  opposed  by  them  is  far  from 
certain. 

Some  historians  have  characterized  this  legislation  as  “capital¬ 
istic”  and  contrasted  it  with  the  agrarian  persuasion  of  Jefferson. 
A  familiar  tradition  makes  Hamilton  spokesman  for  the  interests 
of  an  elite  in  commerce,  finance,  and  manufacturing,  and  asso¬ 
ciates  him  with  intervention  by  central  government  in  behalf  of 
these  interests.  Jefferson  is  depicted  as  the  champion  of  a  rural 
America  in  which  the  rights  of  the  states  are  viewed  as  the  bulwarks 
of  republicanism.  Occasionally  substantive  parts  of  this  tradition 
are  challenged,  as  occurred  some  three  decades  ago  with  the  pub¬ 
lication  of  a  distinguished  study  of  Jefferson  by  Gilbert  Chinard. 
The  most  recent  and  most  vigorous  statement  of  an  opposing 
point  of  view  is  that  of  E.  A.  J.  Johnson,  who  is  convinced  that 
“great  national  policy  decisions  concerning  economic  develop¬ 
ment  must  be  based  on  agreement  not  on  discord,  variance,  or  un¬ 
compromising  truculence,”  and  that  “it  is  only  meretricious  to 
contrast  Hamiltonian  with  Jeffersonian  policy  or  solemnly  to 
attribute  intervention  to  one  party  and  libertarianism  to  another.” 
We  may  determine  which  of  these  views  lies  closer  to  the  truth  by 
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tracing  the  rise  of  opposition  to  the  Hamiltonian  program  and 
then  comparing  Jefferson’s  presidential  principles  to  the  measures 
he  proposed  for  enactment  by  the  federal  government. 

Unquestionably,  much  of  the  early  legislation  enjoyed  wide¬ 
spread  support.  As  Ferguson  says,  the  “remarkable  ease”  with 
which  the  transfer  of  the  substance  of  political  power  to  the  cen¬ 
tral  government  was  accomplished  testifies  to  the  “growth  in  na¬ 
tional  feeling.”  It  would  be  a  mistake,  he  adds,  to  assume  that 
Hamilton’s  proposals  regarding  the  public  debt  “seriously  divided 
either  the  people  or  their  delegates  in  Congress.”  Madison’s  sug¬ 
gestion  that  the  government  discriminate  between  original  and 
present  holders  of  securities  was  rejected  by  the  great  majority  of 
Congress.  Ethically  attractive,  it  appears  to  have  arisen  out  of 
Madison’s  desire  to  restore  his  declining  political  prestige  in  Vir¬ 
ginia,  and  while  it  might  have  been  possible  to  identify  “a  great 
many”  original  holders,  discrimination,  as  Hamilton  forcefully 
argued,  would  have  jeopardized  the  security  of  future  transfers 
and  damaged  public  credit.  The  proposal  to  assume  the  debts  of 
the  states  encountered  far  more  opposition,  especially  on  the  part 
of  the  South,  where  “to  a  relatively  greater  extent  than  elsewhere” 
the  costs  of  the  war  had  already  been  absorbed  by  the  states.  The 
circumstances  in  which  Jefferson  put  aside  his  initial  hostility  and 
entered  into  his  famous  “bargain”  with  Hamilton  are  familiar. 

It  proved  otherwise  with  Hamilton’s  proposal  in  December  1790 
that  the  government  charter  a  national  bank.  Jefferson  feared  that 
the  resort  by  the  Secretary  of  the  Treasury  to  loose  construction-  i 
ism  to  justify  the  constitutionality  of  the  bank  would  prove  a  foot 
in  the  door  that  would  enable  him  to  move  increasingly  in  the  di¬ 
rection  of  the  more  consolidated  government  he  was  known  to  favor. 
Jefferson  attributed  to  motives  of  personal  profit  the  support  given 
Hamilton  by  a  number  of  Congressmen  who  owned  securities.  “Are 
the  people  in  your  quarter  as  well  contented  with  the  proceedings 
of  our  government  as  their  representatives  say  they  are?”  he  asked 
New  York’s  Robert  R.  Livingston  on  February  4,  1791.  Affirming 
the  existence  of  “a  vast  mass  of  discontent  gathered  in  the  South,” 
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Jefferson  sought  to  reverse  the  trend  in  government  by  increasing 
the  weight  in  the  “republican  scale”  in  Congress.  His  letter  of  the 
same  date  to  George  Mason  of  Virginia  shows  how  he  hoped  to 
accomplish  this:  the  “only  corrective  of  what  is  corrupt  in  our 
present  form  of  government  will  be  the  augmentation  of  the  num¬ 
bers  in  the  lower  house,  so  as  to  get  a  more  agricultural  representa¬ 
tion,  which  may  put  that  interest  above  that  of  stockjobbers.” 

Parties  began  to  form  in  Congress  in  1792,  and  such  was  the 
success  of  Jefferson,  Madison,  and  other  leaders  of  the  opposition 
that  it  is  perhaps  possible  to  speak  of  a  Democratic-Republican 
majority  in  the  House  in  the  Third  Congress  (1793-95).  Cer¬ 
tainly  by  the  end  of  that  Congress  in  1795  differences  in  reactions 
to  the  Hamiltonian  program  and  to  issues  growing  out  of  the  be¬ 
havior  of  revolutionary  France  had  produced  two  apparently  rigidly 
formed  parties.  Thereafter  the  electorate  returned  Federalist  ma¬ 
jorities  to  the  Congresses  of  the  1790’s,  but  with  the  election  of 
Jefferson  in  1800  a  Democratic-Republican  majority  appeared  in 
both  House  and  Senate.  And  in  both  chambers  the  size  of  that 
majority  increased  steadily  during  Jefferson’s  two  administrations. 

Now  Jefferson  occasionally  remarked  that  political  opposition 
served  the  useful  purpose  of  criticism,  but  fundamentally  he  did 
not  believe  in  the  party  system.  Both  during  his  presidency  and 
later  he  was  convinced  that  “the  mass  of  our  countrymen,  even 
of  those  who  call  themselves  Federalists,  are  republicans.”  This 
did  not  apply  to  the  Federalist  leaders,  whom  he  considered  irre¬ 
deemable  monarchists,  a  mere  faction  he  wished  to  sink  into  an 
abyss  so  deep  as  to  make  its  resurrection  impossible,  as  he  once 
put  it.  I  will  not  say  our  party,  the  term  is  false  and  degrading, 
but  our  nation,”  he  wrote  in  1811.  “For  the  republicans  are  the 
nation.  Their  opponents  are  but  a  faction,  weak  in  numbers,  but 
powerful  and  profuse  in  the  command  of  money,  and  backed  by 
England.”  The  bulk  of  the  membership  he  believed  to  have  been 
“decoyed  into  the  net  of  the  monarchists  by  the  X.  Y.  Z.  contriv¬ 
ance”  and  he  made  it  a  cardinal  point  of  his  Presidency  to  win  it 
back  to  republicanism.  “The  greatest  good  we  can  do  our  country 


FEDERAL  GOVERNMENT  AND  COMMUNITY  WILL 


[117 

is  to  heal  it’s  party  divisions  &  make  them  one  people,”  he  wrote 
in  July  1801.  Both  during  his  presidency  and  afterwards  he  re¬ 
joiced  in  the  electoral  evidence  of  mounting  republican  ascendancy, 
and  in  1825,  the  year  before  his  death,  it  pained  him  to  observe 
that  “the  parties  exist  as  heretofore.”  It  is  clear  Jefferson  believed 
that  republicans  composed,  as  he  expressed  it  in  the  fall  of  1801, 
“a  very  great  majority  of  the  nation.” 

As  spokesman  for  that  majority  Jefferson  subordinated  his  own 
private  views  to  those  he  believed  were  held  by  his  fellow  citizens. 
“However,  their  will,  not  mine,  be  done.”  In  November  1801  he 
spoke  of  “a  sense  of  obligation  imposed  on  me  by  the  public  will.” 
“My  idea  is  that  where  two  measures  are  equally  right,  it  is  a  duty 
to  the  people  to  adopt  that  one  which  is  most  agreeable  to  them,” 
he  wrote  earlier  in  that  same  year.  “What  is  practicable  must  often 
controul  what  is  pure  theory,”  he  said  in  1802,  “and  the  habits  of 
the  governed  determine  in  a  great  degree  what  is  practicable.” 

The  historical  tradition  which  emphasizes  Jefferson’s  “Vergilian 
vision,”  his  hostility  to  banks  of  issue,  speculation,  and  the  fluctuant 
values  of  a  “paper  system,”  to  great  cities,  to  manufactures  other 
than  those  made  in  households,  and  to  commerce  other  than  that 
necessary  for  the  carrying  off  of  the  agricultural  surplus,  calls 
attention  to  the  private,  not  the  public,  values  of  the  President. 
Indeed,  despite  undoubted  change  in  his  opinions,  as  for  example 
may  be  seen  in  his  famous  letters  to  John  Jay  in  April  1809  and 
to  Benjamin  Austin  in  January  1816,  I  am  convinced  that  the 
weight  of  his  private  preference  from  the  writing  of  Notes  on 
Virginia  to  the  last  years  of  his  life  falls  on  the  side  of  agrarian 
simplicity.  The  nation’s  experience  before  and  during  the  War 
of  1812  does  not  mark,  as  it  is  sometimes  implied,  his  permanent 
shift  to  the  cause  of  industrialism.  He  reacted  angrily  to  the  Tariff 
of  1824,  and  six  months  before  his  death  deplored,  in  a  letter  to 
Madison,  that  “the  general  prostration  of  the  farming  business, 
under  levies  for  the  support  of  manufacturers,  etc.  with  the  calami¬ 
tous  fluctuations  of  value  in  our  paper  medium,  have  kept  agricul¬ 
ture  in  a  state  of  abject  depression.” 
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But  Jefferson’s  agrarian  preferences,  as  Chinard  has  said,  “re¬ 
mained  largely  theoretical,  sentimental,  and  personal.”  They  do 
not  help  us  understand  why  John  Randolph,  John  Taylor  of 
Caroline,  Nathaniel  Macon,  and  other  “Old  Republicans”  among 
his  contemporaries  and  many  historians  since  have  believed,  as 
Joseph  Dorfman  expresses  it,  that  Jefferson,  “anti-Hamiltonian 
out  of  supreme  office,  became  in  good  part  Hamiltonian  as  Presi¬ 
dent.”  His  behavior  in  office  becomes  clear  when  we  realize  that 
he  sought  to  give  expression  not  to  his  private  values  but  to  the 
majority  will.  As  Chinard  has  noted,  “one  may  find  a  flagrant 
contradiction  between  his  public  utterances  and  the  private  letters 
he  wrote  to  his  friends.”  These  contradictions  attest  neither  to 
hypocrisy  nor  insincerity  but  rather  to  Jefferson’s  feeling  that  he 
had  no  “right  to  attempt  to  shape  the  destinies  of  his  country  ac¬ 
cording  to  his  own  preferences.” 

In  both  his  public  pronouncements  and  official  acts  we  see  a 
President  desirous  of  furthering  the  nation’s  economic  develop¬ 
ment.  Believing  a  large  territory  necessary  for  the  preservation  of 
a  republic,  he  instructed  government  agents  to  “familiarize  .  .  . 
[the  Indians]  to  the  idea  that  it  is  for  their  interest  to  cede  lands 
at  times  to  the  U.S.”  If  the  Indians  gave  up  hunting  and  adopted 
agriculture  and  household  manufactures,  and  Jefferson  was  “dis¬ 
posed  to  aid  and  encourage  it  liberally,”  they  would  be  enabled  “to 
five  on  smaller  portions  of  land.  .  .  .  While  they  are  learning  to 
do  better  on  less  land,  our  increasing  numbers  will  be  calling  for 
more  land.”  By  purchasing  the  Louisiana  Territory  he  more  than 
doubled  the  land  area  of  the  United  States.  Protection  of  the 
western  trade  via  New  Orleans  prompted  the  original  negotiations, 
and  his  desire  to  expand  that  trade  to  the  Pacific  induced  him  to 
dispatch  Lewis  and  Clark  on  their  famed  expedition  of  1803.  “The 
object  of  your  mission,”  he  informed  Captain  Meriwether  Lewis 
in  April  1803,  “is  to  explore  the  Missouri  river,  &  such  principal 
streams  of  it,  as,  by  it’s  course  &  communication  with  the  water  of 
the  Pacific  Ocean  may  offer  the  most  direct  &  practicable  water 
communication  across  this  continent,  for  the  purposes  of  com- 
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merce.”  Wishing  to  encourage  population  growth  as  well  as  trade 
and  increases  in  the  size  of  the  national  domain,  he  recommended 
to  Congress  in  1801  a  liberalization  of  the  naturalization  laws.  And 
in  1802  he  suggested  to  Congress  the  probable  expediency  of  en¬ 
couraging  western  settlement  in  areas  to  which  Indian  titles  had 
been  extinguished. 

An  expanding  population,  territory,  and  domestic  trade  re¬ 
quired  improved  communications  with  the  interior,  and  in  both 
his  sixth  and  eighth  Annual  Messages  Jefferson  invited  Congress 
to  consider  the  application  of  surplus  revenues  “to  the  improve¬ 
ment  of  roads,  canals,  rivers,  education,  and  other  great  founda¬ 
tions  of  prosperity  and  union,  under  the  powers  which  Congress 
may  already  possess,  or  such  amendment  of  the  constitution  as  may 
be  approved  by  the  states.”  The  federal  government  had  already 
taken  steps  which  would  culminate  in  its  construction  of  the  Na¬ 
tional  Road.  In  April  1802  Congress  admitted  Ohio  to  the  Union 
by  an  enabling  act  which  also  provided  that  five  per  cent  of  the 
net  proceeds  of  sale  of  public  lands  within  that  state  should  con¬ 
stitute  a  fund  for  the  building  of  roads.  In  this  act  lay  the  origins 
of  the  National  Road,  and  in  1806  Congress  adopted  “An  Act  to 
Regulate  the  Laying  Out  and  Making  of  a  Road  from  Cumberland, 
in  the  State  of  Maryland.” 

Following  the  President’s  Annual  Message  of  that  year,  the 
Senate  directed  Secretary  of  the  Treasury  Albert  Gallatin  to  draw 
up  “a  plan  for  the  application  of  such  means  as  are  within  the 
power  of  Congress,  to  the  purposes  of  opening  roads  and  making 
canals,  together  with  a  statement  of  the  undertakings  of  that  nature, 
which,  as  objects  of  public  improvement,  may  require  and  deserve 
the  aid  of  Government.”  Gallatin’s  resultant  Report  on  Roads  and 
Canals,  which  Carter  Goodrich  characterizes  as  “a  notable  ten- 
year  plan  of  national  action,”  was  predicated  on  “the  maintenance 
of  peace,  the  continuation  of  substantial  revenues  from  customs, 
and  the  absence  of  great  military  expenditure.”  Since  none  of  these 
conditions  obtained,  it  proved  impossible  to  implement  the  report. 
Its  existence,  as  well  as  the  passage  of  the  Ohio  Enabling  Act, 
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nevertheless  reveals  the  willingness  of  a  Democratic-Republican 
President  and  Congress  to  employ  the  resources  of  the  national 
government  for  purposes  of  development. 

President  Jefferson  also  revealed  this  willingness  on  other  occa¬ 
sions  and  in  relation  to  other  areas  of  economic  expansion  and  na¬ 
tional  development.  In  1802  he  invited  Congress  to  “protect  the 
manufactures  adapted  to  our  circumstances”  and  to  “foster  our 
fisheries  and  nurseries  of  navigation.”  “On  my  part,”  his  message 
concluded,  “you  may  count  on  a  cordial  concurrence  in  every 
measure  for  the  public  good.”  Two  years  later  he  called  attention 
to  an  even  broader  array  of  “great  interests,”  all  of  which  he  had 
identified  in  his  First  Annual  Message: 

Agriculture,  manufactures,  commerce,  and  navigation,  the  four  pillars 
of  our  prosperity,  are  the  most  thriving  when  left  most  free  to  indi¬ 
vidual  enterprise.  Protection  from  casual  embarrassments,  however, 
may  sometimes  be  interposed.  If  in  the  course  of  your  observations  or 
inquiries  they  should  appear  to  need  any  aid  within  the  limits  of  our 
constitutional  power,  your  sense  of  their  importance  is  a  sufficient 
assurance  they  will  occupy  your  attention.5 

As  Chinard  observes,  this  last  sentence  “could  only  mean  one 
thing,  that  the  President  was  not  ready  to  depart  entirely  and 
radically  from  Hamilton’s  policy  of  giving  encouragement  to  manu¬ 
factures.”  “If  it  is  true,”  Chinard  adds,  “that  during  Jefferson’s  ad¬ 
ministration  industrial  and  agricultural  interests  clashed  for  the 
first  time  in  America,  I  fail  to  see  that  the  President  made  any 
effort  to  favor  agriculture  at  the  expense  of  industry.” 

If  the  Hamiltonians  stood  for  a  protective  tariff,  so  too  did  the 
Jeffersonians.  Reporting  on  various  petitions  for  protection  ad¬ 
dressed  to  Congress,  the  House  Committee  of  Commerce  and 
Manufactures  observed  in  February  1803  that  “sound  policy” 
justified  “granting  governmental  aid  for  the  protection  of  such 
manufactures  as  are  obviously  capable  of  affording  to  the  United 
States  an  adequate  supply”  of  the  numerous  products  specified  in 

5  The  Works  of  Thomas  Jefferson,  ed.  Paul  L.  Ford  (New  York  19051 
IX,  339.  The  date  is  December  8,  1801. 
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the  petitions.  Facing  a  prospect  of  government  surplus  in  1806, 
Jefferson  did  not  recommend  abandoning  protective  duties:  “Shall 
we  suppress  the  impost  and  give  that  advantage  to  foreign  over 
domestic  manufactures?”  he  asked  rhetorically.  It  would  be  pref¬ 
erable,  he  said,  to  continue  the  impost  and  apply  its  proceeds 
to  “the  great  purposes  of  the  public.”  “People  generally  have 
more  feeling  for  canals  and  roads  than  education,”  he  confessed 
to  Joel  Barlow  at  the  end  of  1807.  “However,  I  hope  we  can  ad¬ 
vance  them  with  equal  pace.”  Noting  at  the  end  of  1808  the  in¬ 
creasing  application  “of  our  industry  and  capital  to  internal 
manufactures  and  improvements”  as  a  result  of  the  suspension  of 
foreign  commerce,  Jefferson  commented:  “little  doubt  remains 
that  the  establishments  formed  and  forming  will — under  the 
auspices  of  cheaper  materials  and  subsistence,  the  freedom  of  labor 
from  taxation  with  us,  and  of  protecting  duties  and  prohibitions — 
become  permanent.” 

Anyone  remembering  Jefferson’s  four-year  tenure  as  Secretary 
of  State  could  hardly  have  been  surprised  by  the  direction  taken 
by  his  policies  as  President.  In  1793,  as  Taussig  says,  he  had 
“advocated  vigorous  measures  of  protection  directed  against  Eng¬ 
land.”  In  that  year,  says  Jefferson’s  biographer  Dumas  Malone, 
the  future  president  “was  more  concerned  with  the  total  economic 
life  and  development  of  the  country”  than  was  Hamilton! 

As  President,  he  was  only  less  so.  Jefferson’s  essential  economic 
difference  with  Hamilton  concerned  fiscal  matters,  and  his  larger 
difference  he  believed  to  be  a  moral  one.  He  deplored  a  system  he 
believed  contrived  for  deluging  the  states  with  paper  money  instead 
of  specie,  “for  withdrawing  our  citizens  from  the  pursuits  of  com¬ 
merce,  manufactures,  buildings,  and  other  branches  of  useful  in¬ 
dustry,  to  occupy  themselves  and  their  capitals  in  a  species  of 
gambling,  destructive  of  morality,  and  which  has  introduced  its 
poison  in  the  government  itself.”  He  set  his  face  against  note¬ 
issuing  banks,  with  no  more  understanding  of  their  economic 
function  than  Jackson  or  Benton  were  later  to  display.  Yet  precisely 
as  the  Jackson  administration  was  to  do  following  the  Bank  War, 
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he  favored  a  policy  of  depositing  public  monies  in  banks  that  were 
politically  friendly:  “I  am  decidedly  in  favor  of  making  all  the 
banks  Republican,  by  sharing  deposits  among  them  in  proportion 
to  the  dispositions  they  show,”  he  informed  Gallatin  in  July  1803. 
“It  is  material  to  the  safety  of  Republicanism  to  detach  the  mercan¬ 
tile  interests  from  its  enemies  and  incorporate  them  into  the  body 
of  its  friends.  A  merchant  is  naturally  a  Republican,  and  can  be 
otherwise  only  from  a  vitiated  state  of  things.” 

In  fine,  I  do  not  argue  that  Jefferson  advocated  industrialization 
to  the  extent  that  Hamilton  had.  But  he  did  advocate  it,  and  the 
development  of  other  sectors  of  the  economy  as  well.  He  did  so 
despite  private  preferences  to  the  contrary,  believing  that  this  was 
what  “a  very  great  majority  of  the  nation”  wanted.  If  he  was  right 
in  his  judgment,  and  his  constantly  increasing  support  by  the  elec¬ 
torate  suggests  he  was,  does  it  not  become  difficult  to  maintain  that 
whereas  Jefferson  served  majority  interests,  Hamilton  served  those 
of  a  minority?  Both  employed  the  resource  of  government  to 
promote  development;  both  wished  to  employ  it  even  more  than 
either  was  allowed  to  do.  And  if  these  things  are  true,  does  it  not 
follow  that  E.  A.  J.  Johnson  is  right  in  maintaining  that  there  is 
no  essential  difference  between  the  economic  objectives  and  po¬ 
litical  means  of  the  groups  represented  respectively  by  Hamiltonian- 
ism  and  Jeffersonianism?  Both  bespoke  the  interests  and  wishes  of 
a  nation  anxious  to  root  its  political  independence  in  the  soil  of 
economic  development. 


Later  Federal  Aids  to  Development 

The  three  Republican  presidents  who  followed  Jefferson  in  the 
White  House  virtually  complete  the  identification  of  Hamiltonian- 
ism  and  Jeffersonianism.  Madison  approved  bills  establishing  the 
Second  Bank  of  the  United  States  and  the  Tariff  of  1816;  Monroe 
signed  a  General  Survey  Bill  that  looked  forward  to  a  broad  system 
of  internal  improvements,  approved  a  measure  authorizing  Con¬ 
gress  to  subscribe  $300,000  to  the  stock  of  the  Chesapeake  and 
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Delaware  Canal  Company,  and  signed  into  law  the  Tariff  of  1824; 
John  Quincy  Adams  won  Congressional  authority  to  survey  the 
Florida  canal  route,  clear  the  Ohio  River,  grant  lands  to  Illinois 
and  Indiana  for  canals  to  be  built  by  those  states,  make  stock  sub¬ 
scriptions  to  the  Louisville  and  Portland  Canal,  the  Dismal  Swamp 
Canal,  and  the  Chesapeake  and  Ohio  Canal,  and  push  the  ever 
rising  level  of  the  tariff  to  a  new  high  in  1828. 

We  may  add  to  this  list  of  federal  aids  to  enterprise  during  the 
pre-Civil  War  years:  the  use  of  the  public  domain  to  make  land 
grants  to  the  states  for  internal  improvements,  the  adoption  of 
increasingly  liberal  laws  governing  its  alienation  to  the  public,  the 
employment  of  Army  Engineers  to  survey  railway  routes,  the 
granting  of  rebates  on  imports  of  railroad  iron,  construction  of 
military  roads  on  the  frontier,  and  the  improvement  of  rivers  and 
harbors.  In  addition,  the  distribution  of  the  treasury  surplus  in 
1837  provided  funds  which  a  number  of  states  applied  to  purposes 
of  internal  improvements.  The  fiscal  activities  of  the  Treasury  De¬ 
partment  and  occasionally  the  policies  of  the  Second  Bank  con¬ 
tributed  to  monetary  and  credit  stability,  although  these  may  have 
had  adverse  effects  on  growth.  Government  also  provided  subsidies 
for  steamships,  subsidies  and  bounties  to  the  codfishery,  money 
for  the  first  magnetic  telegraph  line,  and  interest-free  advances  on 
government  contracts  with  the  manufacturers  of  small-arms.  Not 
least,  it  used  the  public  domain  to  promote  the  cause  of  education, 
granting  lands  to  the  states  for  common  schools  and,  in  the  1860’s, 
for  state  universities. 


VI 


The  Shift  from  Federal  Aid 


Grants  of  land  to  aid  in  the  development  of  educational  institutions 
and  improved  transportation  constitute  the  main  exception  to  a 
general  tendency  on  the  part  of  the  federal  government  to  play  a 
declining  promotional  role  as  we  approach  the  Civil  War.  During 
Jackson’s  administrations  government  took  a  definitive  stand  against 
the  use  of  federal  funds  for  new  internal  improvements  projects, 
turned  over  the  completed  portions  of  the  National  Road  to  the 
four  states  in  which  they  lay,  refused  to  extend  the  life  of  the 
Second  Bank,  and  moved  in  the  direction  of  lower  tariffs.  In  the 
main,  advances  to  the  makers  of  small-arms  ceased  after  1830. 
The  Treasury  Department  was  formally  separated  from  the  hanking 
system  under  Van  Buren;  in  1846  and  again  in  1857  tariff  rates 
were  substantially  lowered;  and  in  1858  the  program  of  subsidies 
for  steamships  came  to  an  end. 

Democratic  administrations  predominated  after  1829,  and  in  this 
later  period  if  not  during  the  first  quarter  of  the  century  Democrats 
ahered  somewhat  more  closely  to  the  Jeffersonian  ideal  of  limited 
government.  With  respect  to  river  and  harbor  improvements,  Presi¬ 
dents  Van  Buren,  Tyler,  Polk,  Pierce,  and  Buchanan  were  more 
strict  constructionists  than  even  Jackson  had  been.  While  it  would 
be  a  mistake  to  discount  the  force  of  Old  Republican  values, 
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especially  in  the  case  of  Jackson,  it  is  not  primarily  a  growth  in 
political  idealism  that  explains  this  phenomenon.  The  most  funda¬ 
mental  explanation  is  the  maturation  of  conflicting  sectional,  state, 
and  occupational  interests.  The  sharpness  of  these  differences  made 
it  difficult  to  reach  agreements  covering  any  wide  area  of  national 
life.  Once  again,  therefore,  as  in  the  years  preceding  the  Revolution 
and  in  those  of  the  Confederation  period,  the  constitutional  ques¬ 
tion  of  the  nature  of  the  Union  thrust  itself  increasingly  into  the 
forefront  of  American  public  life.  As  in  those  earlier  years,  a 
diversity  of  local  interests  militated  against  decisive  action  on  the 
part  of  the  central  government. 

Two  other  strands  also  enter  into  this  developing  centrifugal 
pattern.  For  one,  with  the  increasing  accumulation  of  stocks  of 
private  capital,  men  and  groups  lacking  the  advantages  given  by 
law  to  older  corporate  groups  turned  in  the  name  of  egalitarian 
opportunity  against  privilege  sanctioned  by  the  political  process. 
Secondly,  as  slavery  edged  ever  closer  to  the  center  of  the  national 
stage,  southern  leaders  determined  to  contain  federal  authority 
within  narrow  bounds.  As  John  Randolph  observed  during  a  debate 
on  internal  improvements  during  the  1820’s:  “If  Congress  pos¬ 
sesses  the  power  to  do  what  is  proposed  by  this  bill  they  may 
emancipate  every  slave  in  the  United  States.”  In  a  basic  sense,  there¬ 
fore,  those  leading  public  issues  which  involved  the  constitutional 
power  of  the  federal  government  also  involved  slavery.  But  questions 
concerning  land  policy,  the  tariff,  internal  improvements,  and  the 
Bank  also  possess  an  independent  importance.  The  fear  of  emanci¬ 
pation  cannot  explain  all  presidential  vetoes  of  internal  improve¬ 
ments  bills  or  public  pronouncements  concerning  the  unconstitu¬ 
tionality  of  direct  federal  action  in  this  area.  Opposition  to 
logrolling,  waste,  local  bickering,  and  corrupt  uses  of  patronage 
also  played  a  part. 

In  the  area  of  public  land  disposal  policy,  New  England  business¬ 
men  until  the  mid-forties  supported  southern  opposition  to  more 
liberal  terms,  although  for  different  reasons.  The  increasingly 
industrializing  Northeast  feared  a  loss  of  labor,  and  the  consequence 
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of  higher  wages.  Southerners  feared  both  the  consequences  of  loss 
of  revenue  from  land  sales  and  a  possible  peopling  of  the  South¬ 
west  by  newcoming  small  farmers  who  might  prove  less  deeply 
committed  to  the  defense  of  slavery  than  older  residents.  In  addi¬ 
tion,  many  new  territories  were  unsuited  to  the  plantation  slave 
system.  Increased  immigration  in  the  forties  and  fifties,  together 
with  increased  investment  opportunities  in  the  West,  changed 
the  viewpoint  of  many  New  Englanders,  and  thereafter  the  South 
represented  the  main  obstacle  to  the  enactment  of  homestead 
legislation. 

Vital  differences  over  the  tariff  were  also  sectional  and  occupa¬ 
tional  in  nature.  Calhoun,  Hayne,  and  other  political  spokesmen  of 
the  southern  planters  pointed  out  that  a  region  which  consumed  a 
large  quantity  of  manufactured  goods  would  have  to  pay  higher 
prices  because  of  the  tariff:  if  it  were  so  high  as  to  be  prohibitive, 
the  absence  of  competing  foreign  imports  might  enable  domestic 
producers  the  more  easily  to  agree  on  price  increases;  if  the  level 
were  lower,  some  part  of  the  duty  on  imports  would  be  added  to 
the  price.  Already  paying  commissions,  interest,  and  shipping 
charges  to  New  York  and  other  merchants  engaged  in  marketing 
and  financing  the  sales  of  their  cotton,  a  tariff  would  squeeze  them 
at  the  other  end  and  push  the  real  terms  of  trade — the  amount  of 
manufactured  goods  a  given  quantity  of  cotton  would  buy — further 
in  their  disfavor.  After  1816,  following  a  brief  flirtation  with  the 
possibility  of  developing  a  more  balanced  regional  economy,  the 
predominantly  Democratic  South,  with  the  support  of  important 
Whig  elements,  threw  its  weight  against  protection.  Aided  by 
northern  commercial  and  railroad  interests,  as  Thomas  C.  Cochran 
points  out,  southern  spokesmen  managed  to  obtain  lowered  tariffs 
after  1833  and  to  prevent  or  modify  subsequent  increases  prior 
to  1861. 

Internal  improvements  at  federal  expense,  too,  were  nearly  al¬ 
ways  opposed  by  the  South.  Not  only  was  the  region  well  supplied 
with  rivers  for  carrying  western  produce  to  the  South  and  southern 
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cotton  to  sea,  but  the  construction  costs  would  reduce  federal 
funds  and  make  necessary  an  increase  in  the  tariff  level  to  re¬ 
plenish  them.  In  the  earlier  years  of  the  century,  furthermore,  the 
“greatest  of  the  improvements,”  as  Carter  Goodrich  observes,  were 
those  designed  to  overcome  the  barrier  of  the  Appalachian  Moun¬ 
tains.  But  improved  trade  connections  between  East  and  West 
“brought  little  benefit  to  the  southern  states  and  to  the  Lower  South, 
none  at  all.”  Henry  Clay’s  “American  System,”  which  called  for 
tariff  protection  for  the  East  and  internal  improvements  for  the 
West,  posed  the  possibility  of  an  East-West  alliance  that  would 
threaten  the  political  position  of  the  South.  Presiding  over  the 
Memphis  Convention  in  1845,  however,  John  C.  Calhoun  bespoke 
southern  anxiety  over  the  effects  upon  southern  wealth  of  the  great 
rise  in  direct  shipments  of  western  produce  to  the  East,  and  called 
upon  the  federal  government  to  improve  the  navigation  of  the 
western  rivers.  The  West  favored  rapid  settlement  not  only  for  its 
effects  on  land  values,  general  business,  and  access  to  eastern 
markets  but  also  because  growing  population  provided  a  greater 
degree  of  security  against  Indian  attack.  For  the  same  reasons  the 
region’s  spokesmen  in  Congress  generally  approved  liberal  land 
policies. 

Finally,  we  may  determine  sectional  attitudes  toward  the  Second 
Bank  of  the  United  States  by  examining  the  vote  in  the  Senate  on 
the  1832  bill  to  recharter  that  institution.  New  England  fell  short 
of  unanimous  support  by  the  single  opposing  vote  of  Hill  of  New 
Hampshire;  the  middle  states  cast  only  three  votes  against  the 
bill,  two  from  New  York  and  one  from  New  Jersey;  the  South 
and  Southwest,  on  the  other  hand,  cast  only  three  votes  in  its 
favor,  those  being  the  Louisiana  senators  and  one  from  Mississippi; 
the  West  favored  the  institution  except  for  the  divided  votes  of 
Kentucky,  Illinois,  and  Missouri.  As  Ralph  C.  H.  Catterall,  the 
historian  of  the  Second  Bank,  summarizes  the  vote:  “The  deter¬ 
mined  opposition  was  from  the  South  and  the  Southwest.” 
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State  Aid  to  Development 

Even  within  the  individual  states  distinct  geographic  and  other 
interests  made  state-wide  agreements  difficult,  and  they  were  often 
achieved  only  by  the  grant  of  costly  or  wasteful  concessions  to 
disaffected  areas  or  groups.  Intrastate  conflicts  were  nevertheless 
more  easily  harmonized  than  differences  between  national  regions, 
and,  in  consequence,  the  promotional  activities  of  state  and  local 
governments  exceeded  by  far  those  of  the  federal  government. 
Public  encouragement  of  enterprises  essential  to  community  wel¬ 
fare  had  long  been  practiced,  and  the  forms  assumed  by  some  of 
these  activities  after  independence  would  have  been  familiar  to 
the  colonial  period.  Such,  for  example,  were  Vermont’s  grant  of 
tax  exemption  to  local  manufacturing  establishments  between  1812 
and  1830  or  New  York’s  offer  in  1817  of  freedom  from  jury  duty 
and  militia  service  to  employees  of  textile  mills.  Other  states  held 
out  land  grants  and  bounties  as  attractions  or  sponsored  agricul¬ 
tural  and  industrial  fairs.  But  it  is  not  these  traditional  types  of 
public  encouragement  that  make  memorable  the  years  after  inde¬ 
pendence. 


The  Quasi-Public  Corporation 

More  than  sixty  years  ago  Guy  S.  Callender  pointed  to  the  United 
States  as  one  of  the  first  countries  to  exhibit  the  “modem  tendency 
to  extend  the  activity  of  the  State  into  industry,”  but  only  in  the 
last  two  decades  have  studies  of  Massachusetts,  Pennsylvania, 
Georgia,  Missouri,  and  Virginia,  together  with  some  of  the  munici¬ 
palities,  given  us  a  clear  appreciation  of  the  political  ingenuity  dis¬ 
played  by  democratic  communities  eager  to  advance  their  economic 
well-being.  Perhaps  the  most  ingenious  technique  was  that  of 
using  the  business  corporation  as  an  agency  of  the  state  to  accom¬ 
plish  public  purposes.  Incorporation  had  long  existed  as  a  device 
for  giving  legal  life  to  public  or  quasi-public  associations,  and 
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during  the  colonial  period  it  had  been  used  to  establish  towns, 
boroughs,  and  cities  as  well  as  organizations  devoted  to  charitable, 
educational,  and  ecclesiastical  purposes.  But  in  all  those  years  it 
had  been  employed  only  a  half-dozen  times  for  business  organiza¬ 
tions.  In  contrast,  state  governments  created  more  than  three 
hundred  business  corporations  between  the  end  of  the  Revolution 
and  1801.  A  brief  examination  will  disclose  their  semipublic  char¬ 
acter. 

Fully  two-thirds  of  them  were  established  to  provide  inland 
navigation,  turnpikes,  and  toll  bridges.  Thirty-two  were  empowered 
to  underwrite  insurance  policies,  a  need  deriving  from  expansion 
of  the  geographic  area  and  the  volume  of  foreign  commerce,  es¬ 
pecially  after  the  outbreak  of  European  war  in  1793  opened  the 
commercial  world  to  American  neutral  vessels,  increasing  their 
risks  of  loss.  At  the  same  time,  the  increased  volume  of  trade  gave 
rise  to  a  need  for  the  short-term  credit  facilities  of  commercial 
banks,  with  the  result  that  no  less  than  34  were  incorporated 
between  1781  and  1801  (27  of  them  between  1790  and  1801). 
Commercial  expansion,  by  increasing  the  size  of  urban  populations, 
also  increased  their  needs  for  other  services,  so  that  32  corpora¬ 
tions  for  the  supply  of  water  and  4  for  the  erection  of  docks  were 
created  in  the  six-year  interval  between  1795  and  1801.  The 
greater  need  of  urban  communities  for  protection  against  fire 
losses  was  reflected  in  the  organization  of  nearly  a  dozen  mutual 
companies  between  1786  and  1800.  Most  insurance  companies, 
however,  were  permitted  to  underwrite  both  fire  and  marine  risks. 

The  experience  of  Pennsylvania  suggests  that  these  early  objec¬ 
tives  of  incorporation  continued  to  predominate  in  the  antebellum 
period.  Of  2,333  business  corporations  chartered  by  special  act 
between  1790  and  1860,  64.17  per  cent  were  in  the  field  of  trans¬ 
port,  11.14  per  cent  in  insurance,  7.72  per  cent  for  manufacturing, 
7.2  per  cent  in  banking,  3.21  per  cent  for  gas,  2.79  per  cent  for 
water,  and  3.77  per  cent  for  miscellaneous  categories.  It  is  not 
difficult  to  visualize  the  semipublic  character  of  early  manufacturing 
corporations.  Certainly  in  the  troubled  years  preceding  and  during 
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the  War  of  1812  some  state  governments  appear  to  have  adopted 
the  view  that  the  chartering  of  domestic  manufacturing  concerns 
was  required  by  patriotism.  Between  1808  and  1815  New  York 
issued  more  charters  (165)  to  joint-stock  companies  engaged  in 
manufacturing  than  to  all  public  utilities  combined  (164),  a  phe¬ 
nomenon  that  appears  not  to  have  reoccurred  in  any  other  period 
before  the  Civil  War.  But  the  larger  truth  is  that,  given  the  strength 
of  the  American  desire  for  economic  development,  the  scarcities 
of  capital  funds  in  the  early  years  following  independence,  and 
the  sharpness  of  competition  from  foreign  suppliers,  manufactur¬ 
ing  was  endowed  with  a  quasi-public  and  not  a  private  character, 
and  given  numerous  encouragements  by  the  state. 

It  is  not  only  the  functions  of  the  corporations  but  the  language 
of  the  laws  creating  them,  the  powers  of  government  in  which  they 
were  sometimes  clothed,  and  their  subsequent  relation  to  the 
state  that  reveals  their  unmistakable  semipublic  nature.  “Be  it 
enacted  by  the  Senate  and  House  of  Representatives  in  General 
Court  assembled,”  reads  a  Massachusetts  statute  of  1818,  that  the 
following  named  individuals  “hereby  are  constituted  a  corporation 
and  body  politic”  for  the  purpose  of  erecting  a  flour  mill.  As  bodies 
politic,  corporations  were  accorded  certain  exclusive  privileges  to 
encourage  the  devotion  of  scarce  private  capital  to  public  ends. 
Among  these  privileges  were  monopoly  rights  of  way,  tax  exemp¬ 
tion,  the  right  of  eminent  domain,  and  the  right  granted  to  many 
nonbanking  corporations  to  engage  in  banking  and  to  hold  lotteries 
in  order  to  raise  needed  capital  more  easily.  Many  states  estab¬ 
lished  state-owned  banks  or  invested  in  bank  stock  to  provide  funds 
or  sources  of  credit  for  public  enterprises.  Between  1824  and 
1840  the  western  and  southwestern  states  issued  more  than  $165,- 
000,000  in  bonds  to  provide  banking  capital  to  corporations.  In 
Pennsylvania  it  was  legislative  practice  to  include  in  bank  charters 
a  requirement  that  specified  transportation  companies  be  given 
financial  assistance.  The  charter  granted  in  1835  to  the  Second 
Bank,  for  example,  called  for  subscriptions  totalling  $675,000 
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to  the  stocks  of  ten  named  companies  and  for  grants  of  financial 
assistance  in  the  amount  of  $139,000  to  eleven  others. 

Corporate  charters  also  provided  for  strict  regulation  by  the  state, 
including,  for  example,  detailed  specifications  relative  to  the  size 
and  power  of  boards  of  directors,  the  liability  of  officers  and  stock¬ 
holders,  the  nature  of  capital  structures,  and  operations  to  be 
undertaken.  In  addition,  bank  charters  specified  maximum  inter¬ 
est  rates,  dividends  were  controlled  by  law,  and  public  utilities 
were  subjected  to  rate  regulation.  In  this  connection  it  should 
be  noted  that  the  significance  of  Marshall’s  decision  in  the  Dart¬ 
mouth  College  case  (1819)  is  sometimes  misapprehended.  That 
decision,  holding  a  corporate  charter  to  be  a  contract,  did  not 
place  such  charters  beyond  the  control  of  the  state  issuing  them. 
As  Louis  Hartz  has  pointed  out,  the  decision  did  not  alter  the 
established  practice  of  including  elaborate  regulations  in  original 
charter  acts,  and  even  so  far  as  subsequent  regulations  were  con¬ 
cerned,  “the  inclusion  of  reservation  clauses  in  charters  and  the 
pursuit  of  a  strict  construction  policy  by  the  state  judiciary  severely 
limited  the  effect  of  the  anti-state  barrier  erected  by  Marshall.” 

Before  approximately  the  1840’s  and  1850’s  one  general  con¬ 
dition  provides  much  of  the  explanation  for  the  endowing  of 
particular  groups  with  a  privileged  status  before  the  law.  This  was 
a  shortage  of  private  stocks  of  capital,  together  with  a  natural 
disinclination  on  the  part  of  holders  of  such  supplies  as  did  exist 
to  venture  them  in  enterprises  of  high  risk.  Capital  scarcities 
particularly  affected  needs  for  transport,  where  returns  on  invest¬ 
ment  were  apt  to  be  not  only  long  deferred  but  to  take  the  diffused 
form  of  enhanced  land  values,  increased  employment  and  business 
opportunities,  and  other  external  gains.  Most  of  the  canals  and 
railroads,  as  Carter  Goodrich  has  emphasized,  were  not  projected 
as  links  between  settled  points.  They  could  not  exploit  opportunities 
for  gain  already  in  existence  but  had  themselves  to  create  those 
opportunities  by  affording  ease  of  movement  at  reduced  costs  for 
people  and  products.  They  were  “developmental”  rather  than  “ex- 
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ploitative”  in  character.  Public  assistance,  by  lessening  risks  of 
loss,  helped  attract  private  funds  to  ventures  they  might  not  other¬ 
wise  have  supported. 

In  addition  to  their  grants  of  corporate  privileges  the  states  both 
invested  public  monies  in  the  securities  of  corporations  and  them¬ 
selves  constructed  and  managed  numerous  works.  Indeed,  as  George 
Rogers  Taylor  expresses  it,  “in  no  other  period  of  American  history 
has  the  government  been  so  active  in  financing  and  actually  pro¬ 
moting,  owning,  and  controlling  banks  and  public  works  including 
turnpikes,  bridges,  canals,  and  railroads.”  Pennsylvania,  for  ex¬ 
ample,  not  only  invested  more  than  $6,000,000  in  some  150 
“mixed”  corporations,  but  spent  over  $100,000,000  on  the  con¬ 
struction  and  operation  of  the  Main  Line  canal  and  railroad  system. 
By  1860,  Massachusetts  had  invested  more  than  $8,000,000  in 
eight  railroads;  by  the  same  date  Missouri  had  pledged  some  $23,- 
000,000  for  a  number  of  internal  improvements.  According  to  the 
calculations  of  Carter  Goodrich,  Julius  Rubin,  H.  Jerome  Cran- 
mer,  and  Harvey  H.  Segal,  no  less  than  73.4  per  cent  of  a  total 
investment  of  about  $188,000,000  in  canal  construction  in  New 
York,  Pennsylvania,  Ohio,  Indiana,  Illinois,  and  Virginia  between 
1815  and  1860  was  financed  by  state  and  municipal  governments. 
The  states  raised  most  of  these  sums  by  borrowing,  with  foreign 
lenders  providing  a  large  proportion  of  them.  State  governments 
could  sell  their  bonds  to  foreign  investors  because  of  the  great 
prestige  and  strength  given  American  public  credit  by  the  rapid 
payment  of  the  national  debt  and  its  final  extinction  in  1832.  As 
Guy  S.  Callender  has  pointed  out,  “No  other  country  had  ever 
paid  off  a  national  debt,  and  it  was  felt  that  there  could  be  little 
risk  in  lending  money  to  a  people  whose  resources  were  so  great 
and  whose  disposition  so  frugal.” 

Besides  direct  financial  assistance  the  states  frequently  guaranteed 
corporation  bonds,  thus  making  them  easier  to  market.  In  essence, 
the  guarantee  meant  that  interest  payments  on  bonded  indebted¬ 
ness  would  be  secured  by  the  taxing  power  of  the  state  rather  than 
by  distant  and  uncertain  revenues  from  corporation  projects  in 
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process  of  construction.  It  is  scarcely  surprising  that  corporations 
wanted  what  was  often  described  as  “the  loan  of  the  state’s  credit.” 
In  his  study  Foreign  Bondholders  and  American  State  Debts 1 
Reginald  McGrane  quotes  an  English  banker  as  saying  it  was  the 
guaranty  of  the  state  “which  alone  made  these  stocks  ‘palatable  to 
European  capitalists.’  ”  The  “same  statement,”  McGrane  adds, 
“is  found  constantly  recurring  in  the  correspondence  of  bankers  and 
in  the  columns  of  the  press.” 


Foreign  Investment  in  the  United  States 

It  is  impossible  to  ascertain  accurately  the  amount  of  foreign 
capital  that  found  its  way  into  this  country  in  the  antebellum  period. 
Taking  into  account  a  variety  of  contemporary  estimates  of  English 
capital  invested  in  the  securities  of  both  states  and  corporations 
and  extended  to  American  merchants  through  the  medium  of  com¬ 
mercial  credit,  Guy  S.  Callender  concluded  some  sixty  years  ago 
that  it  was  “safe  to  say  that  nearly  three  hundred  million  dollars 
of  foreign  capital  was  lent  to  this  country  between  1815  and  1840.” 
A  more  recent  method  of  estimating  capital  imports  is  to  analyze 
the  composition  of  the  international  balance  of  payments,  making 
separate  calculations  of  receipts  and  payments  on  account  of 
merchandise  trade,  transportation,  travel,  interest,  dividends,  and 
remittances,  and  then  assuming  that  “the  net  residual  indicates 
capital  flows.”  The  result  of  such  a  method  necessarily  reflects  the 
errors  and  omissions  inherent  in  the  inadequate  data  from  which 
the  calculations  are  made,  but  the  technique  is  the  best  one 
available.  Employing  it,  Douglass  C.  North,  the  leading  contem¬ 
porary  authority  on  the  application  of  the  method  to  this  period, 
has  presented  figures  on  capital  imports  and  exports  for  each 
year  between  1790  and  1861.  If  we  deduct  the  latter  from  the 
former  the  result  is  a  total  capital  inflow  of  more  than  $500,000,000. 
This  inflow  was  relatively  modest  until  after  the  War  of  1812,  with 
peak  years  occurring  in  1816,  1836,  and  1853. 

1  New  York,  1935. 
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Certainly  these  huge  imports  played  a  prominent  part  in  eco¬ 
nomic  growth.  As  North  emphasizes,  they  directed  resources  into 
transportation  facilities  and  cotton  expansion,  and  they  financed 
import  surpluses  essential  both  to  consumer  well-being  and  to  the 
release  of  inflationary  pressures.  Without  good  public  credit,  capi¬ 
tal  imports  on  anything  like  this  scale  would  have  been  impossible. 
After  1830,  as  Callender  points  out,  “the  whole  country  looked 
to  England  for  capital  to  carry  out  its  system  of  internal  improve¬ 
ments.”  Once  the  market  for  American  securities  in  London  failed, 
“work  on  public  improvements  in  most  of  the  states  was  checked, 
and  ceased  altogether  in  some  of  the  Western  States.” 

This  failure  came  two  years  after  the  beginning  of  the  Panic  of 
1837.  Overextension,  corruption,  maladministration,  and  other 
factors  accentuated  a  crisis  in  which  five  states  temporarily  de¬ 
faulted  on  their  interest  payments  and  one  partially  repudiated  the 
principal  of  its  debt.  A  wave  of  revulsion  against  state  participation 
in  internal  improvements  swept  over  the  Old  Northwest,  and 
between  1842  and  1851  all  six  of  its  states  bound  themselves 
constitutionally  not  to  make  loans  to  improvement  enterprises. 
In  addition,  Michigan,  Indiana,  Ohio,  and  Iowa  also  prohibited 
stock  ownership,  Maryland,  Michigan  and  Wisconsin  prohibited 
state  works,  and  Ohio,  Michigan,  and  Illinois  abandoned  their 
extensive  programs  of  state  construction.  Pennsylvania  sold  part  of 
its  state  stock  in  1843,  Tennessee  virtually  abandoned  her  improve¬ 
ments  program,  and  in  the  early  1840’s  Virginia  somewhat  checked 
hers.  The  check  to  state  enterprise  was  to  prove  only  a  temporary 
one,  with  a  second  wave  of  revulsion  following  in  the  1870’s,  but 
it  was  sufficient  to  induce  promoters  of  improvements  projects  to 
turn  increasingly  to  local  governments  for  aid.  Their  efforts  were 
extraordinarily  successful. 


Local  Aid  to  Development 

Municipal  governments  participated  in  improvements  projects  to 
an  even  greater  extent  than  did  the  states,  especially  in  the  decade 
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following  the  Civil  War.  No  fewer  than  2,200  laws  passed  by  36 
states  between  1830  and  1890  authorized  the  giving  of  local  aid. 
In  New  York,  Harry  H.  Pierce  finds  that  315  municipalities  pledged 
approximately  $37,000,000  towards  the  construction  of  the  state’s 
roads  between  1827  and  1875.  Large  as  were  the  pre-Civil  War 
commitments  of  Pennsylvania,  Louis  Hartz  concludes  that  state 
investment  at  its  height  was  “of  minor  significance  compared  with 
investments  by  cities  and  counties.”  James  Neal  Primm  finds  that 
in  Missouri  during  the  1850’s  it  was  the  cities  and  counties  along 
the  routes  of  the  railroads  that  bought  most  of  the  stocks  of  the 
state-aided  railroads.  In  the  antebellum  South,  according  to  the 
calculations  of  Milton  Heath,  cities  and  counties  contributed 
$45,625,512.05  out  of  total  southern  aids  of  $144,148,684.92. 
Baltimore,  Cincinnati,  Milwaukee,  and  other  cities  also  made 
generous  contributions,  subscribing  to  stock,  purchasing  railroad 
bonds,  guaranteeing  the  credit  of  railroad  companies,  and  even  mak¬ 
ing  donations.  By  1879  outright  gifts  totalled  nearly  $30,000,000! 

Robert  A.  Lively  has  recently  observed  that  “a  persistent  theme 
in  the  nation’s  economic  development”  has  been  “the  incorrigible 
willingness  of  American  public  officials  to  seek  the  public  good 
through  private  negotiations.”  One  need  add  to  this  rich  suggestion 
only  its  obverse:  the  equally  incorrigible  insistence  of  private  citi¬ 
zens  that  government  encourage  or  entirely  provide  those  services 
and  utilities  either  too  costly  or  too  risky  to  attract  unaided  private 
capital.  It  was  especially  on  the  undeveloped  frontiers  of  the  nation 
that  capital  needs  and  development  needs  conjoined  most  press- 
ingly.  Social  overhead  capital,  especially  in  transport,  was  a  frontier 
need  and  a  prerequisite  for  economic  development.  As  these  fron¬ 
tiers  receded,  private  investment  could  flow  in  larger  relative  pro¬ 
portions  into  areas  properly  scoured  of  risk  by  community  action. 
Government,  therefore,  typically  played  the  role  of  pioneer.  Be¬ 
cause  of  wide  popular  demand  that  it  do  so,  the  roles  of  political 
man  and  private  citizen  are  difficult  to  distinguish.  If,  therefore, 
waste  and  lack  of  scruple,  political  and  private,  sometimes  appeared 
on  stage,  and  if  one  also  finds  such  subordinate  elements  as  “glib 
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promoters  reaching  eagerly  for  public  funds”  or  hopeful  adminis¬ 
trators  seeking  state  investments  so  profitable  that  taxes  could  be 
reduced,  the  play  itself  was  in  large  part  written  by  community 
consensus. 

In  the  closing  decades  of  the  antebellum  period  there  is  a 
noticeable  rise  in  hostility  to  the  state,  only  part  of  which  is  ex¬ 
plicable  in  terms  of  reaction  to  economic  depression  and  govern¬ 
mental  defalcation.  Perhaps  basically  the  new  attitude  reflects 
the  fact  that  as  supplies  of  capital  accumulated  through  profits 
won  in  internal  and  foreign  commerce  and  in  manufacturing,  new 
groups  rose  to  challenge  the  privileged  positions  of  vested  cor¬ 
porations.  As  we  shall  see  in  chapter  eight,  the  note  of  egalitarian¬ 
ism  is  struck  again  and  again  in  the  political  discourse  of  the  time, 
and  there  is  little  reason  to  doubt  that  an  increasingly  active 
electorate  and  a  professionalization  of  politics  contributed  im¬ 
portantly  to  a  newly  forming  system  of  values.  Some  historians 
have  attributed  to  this  egalitarian  impulse  the  general  incorporation 
movement  that  marks  the  thirties.  Studies  of  that  movement  in 
Massachusetts,  New  Jersey,  Pennsylvania,  and  Missouri,  however, 
as  Lively  points  out,  “reveal  it  to  be  something  other  than  a  Jack¬ 
sonian  extension  of  privileges  to  all  comers.”  In  these  states  general 
laws  were  “rigid  and  unwelcome  rules  written  by  men  who  wanted 
to  restrict  corporate  power  and  growth.”  Enterprisers  sought  to 
avoid  them,  and  their  success  in  doing  so  may  be  measured  by  the 
fact  that  incorporation  by  the  traditional  means  of  special  legisla¬ 
tion  remained  dominant  until  1875. 


Corporate  Expansion 

The  future,  however,  was  to  belong  not  to  hostility  to  incorporation 
per  se  but  rather  to  the  privileged  corporation  possessing  exclusive 
rights  entrenched  in  law.  It  was  to  belong  to  the  corporate  values 
of  Roger  B.  Taney,  who  deserves  appreciation  as  the  jurist  of 
what  Lee  Benson  has  well  called  the  “Egalitarian  Age.”  Taney 
took  his  stand  on  the  premise  that  the  interests  of  the  community 
override  all  special  interests.  To  promote  those  interests  the  state 
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chartered  corporations  and  gave  them  “peculiar  privileges.”  But 
the  gift  must  be  carefully  scrutinized  when  made  to  make  sure 
that  public  interest  really  justified  the  privileges.  And  they  must 
be  narrowly  construed  thereafter  to  prevent  vested  property  rights 
from  interfering  with  the  right  of  the  state  to  create  additional 
corporations  in  the  public  interest.  Corporate  egalitarianism  is 
the  phrase  which  appears  best  to  describe  Taney’s  ideal  of  publicly 
sponsored  free  competition  in  the  interest  of  community  welfare. 
His  essential  contribution  was  so  to  adjust  constitutional  law  to 
the  needs  of  the  corporation  as  greatly  to  stimulate  its  use  in 
business. 

Taney  gave  clear  expression  to  his  corporate  egalitarianism  even 
before  his  appointment  as  Chief  Justice  of  the  Supreme  Court  in 
1836.  A  former  director  on  the  boards  of  Maryland  banks,  he  spoke 
from  knowledge  when  he  declared:  “There  is  perhaps  no  business 
which  yields  a  profit  so  certain  and  liberal  as  the  business  of 
banking  and  exchange;  and  it  is  proper  that  it  should  be  open,  as 
far  as  practicable,  to  the  most  free  competition  and  its  advantages 
shared  by  all  classes  of  Society.”  Believing  that  Nicholas  Biddle’s 
Bank  of  the  United  States  restrained  free  enterprise  in  banking,  he 
played,  as  Jackson’s  Secretary  of  the  Treasury,  a  well-known  key 
role  in  the  “war”  against  that  institution.  While  it  is  impossible 
to  impute  the  subsequent  increase  in  the  number  of  state-chartered 
banks  alone  to  the  Jacksonian  victory  over  the  Second  Bank,  that 
event  does  help  explain  why  the  number  of  banks  rose  from  506 
in  1834  (the  year  in  which  federal  deposits  ceased  to  be  made  in 
the  Bank)  to  901  in  1840. 

In  one  of  his  first  statements  as  Chief  Justice,  an  analysis  written 
in  June  1836  of  an  act  providing  for  the  rechartering  of  the  banks 
in  the  District  of  Columbia,  Taney  vigorously  stated  his  conviction 
that  the  power  of  the  state  must  not  be  used  to  grant  special 
privileges  to  any  corporate  group  except  for  the  purpose  of 
promoting  the  public  interest: 

Every  charter  granted  by  a  state  or  by  the  United  States,  to  a  bank 
or  to  any  other  company  for  the  purpose  of  trade  or  manufacture,  is  a 
grant  of  peculiar  privileges,  and  gives  to  the  individuals  who  compose 
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the  corporation,  rights  and  privileges  which  are  not  possessed  by  other 
members  of  the  community.  It  would  be  against  the  spirit  of  our  free 
institutions,  by  which  equal  rights  are  intended  to  be  secured  to  all, 
to  grant  peculiar  franchises  and  privileges  to  a  body  of  individuals 
merely  for  the  purpose  of  enabling  them  more  conveniently  and 
effectually  to  advance  their  own  private  interests.  No  charter  could 
rightfully  be  granted  on  that  ground.  The  consideration  upon  which 
alone,  such  peculiar  privileges  can  be  granted  is  the  expectation  and 
prospect  of  promoting  thereby  some  public  interest,  and  it  follows  from 
these  principles  that  in  every  case  where  it  is  proposed  to  grant  or  to 
renew  a  charter  the  interests  or  wishes  of  the  individuals  who  desire 
to  be  incorporated,  ought  not  to  influence  the  decision  of  the  govern¬ 
ment.  The  only  inquiry  which  the  constituted  authorities  can  properly 
make  on  such  an  application,  is  whether  the  charter  applied  for  is  likely 
to  produce  any  real  benefit  to  the  community,  and  whether  that  benefit 
is  sufficient  to  justify  the  grant.2 

These  principles  inform  Taney’s  decision  in  the  Charles  River 
Bridge  case  (1837),  wherein  he  refused  to  uphold  the  claim  that 
the  bridge  company’s  charter  of  incorporation  gave  it  exclusive, 
monopolistic  business  rights  by  implication.  Were  this  precedent 
established,  modem  improvements  would  be  at  the  mercy  of  old 
corporations.  The  country  would  “be  thrown  back  to  the  improve¬ 
ments  of  the  last  century,  and  obliged  to  stand  still,  until  the  claims 
of  the  old  turnpike  corporations  shall  be  satisfied;  and  they  shall 
consent  to  permit  these  states  to  avail  themselves  of  the  fights 
of  modem  science,  and  to  partake  of  the  benefit  of  those  improve¬ 
ments  which  are  now  adding  to  the  wealth  and  prosperity,  and  the 
convenience  and  comfort,  of  every  other  part  of  the  civilized 
world.”  The  effect  of  Taney’s  decision  was  to  free  new  businesses 
from  the  fear  of  monopolistic  claims  on  the  part  of  older  corpora¬ 
tions  with  ambiguously  worded  charters.  In  1851  he  applied  the 
same  principle  to  railroads  in  Richmond  Railroad  v.  Louisa  Rail¬ 
road  and  served  the  public  interest  by  opening  another  area  of 
enterprise  to  free  competition. 

Other  decisions  of  the  Taney  Court  also  stimulated  corporate 

2  Quoted  in  Carl  Brent  Swisher,  Roger  B.  Taney  (Hamden,  Conn.,  1961), 
p.  367. 
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development.  In  Bank  of  Augusta  v.  Earle  (1839)  he  held  that  a 
corporation  might  do  business  via  its  agents  in  states  other  than  the 
one  from  which  it  had  received  its  charter,  provided  those  states 
permitted  it  to  do  so.  In  Louisville,  Cincinnati,  and  Charleston  R.R. 
Co.  v.  Letson  (1844)  the  Taney  Court  extended  to  corporations 
the  legal  fiction  of  citizenship,  thus  assuring  them  the  protection 
of  federal  judicial  review  of  assaults  upon  them  by  the  states. 
In  Briscoe  v.  The  Bank  of  the  Commonwealth  of  Kentucky  (1837) 
the  Court  upheld  the  constitutionality  of  banknotes.  Finally,  to 
abbreviate  the  list  of  instances  that  might  be  cited,  in  Woodruff  v. 
Trapnell  (1850),  Planters’  Bank  of  Mississippi  v.  Sharp  (1848), 
and  Curran  v.  Arkansas  (1853)  Taney  opposed  attempts  of  banks 
or  states  to  circumvent  their  legal  obligations,  thus  increasing  men’s 
sense  of  security  in  transactions  involving  corporations  and  their 
instrumentalities. 

The  extent  to  which  the  pre-Civil  War  rise  of  the  business  cor¬ 
poration  can  be  attributed  to  the  encouragement  given  by  the 
Taney  Court  is  difficult  to  estimate,  but  it  seems  likely  the  new 
jurisprudence  was  influential.  At  any  rate,  the  fifties  saw  a  phe¬ 
nomenal  increase  in  incorporation,  with  nearly  half  of  all  corpora¬ 
tions  chartered  between  1800  and  1860  appearing  in  that  dec¬ 
ade. 

One  would  be  mistaken,  however,  in  placing  too  great  an  empha¬ 
sis  upon  corporations  in  the  antebellum  years.  The  fifties  heralded 
the  dawn  of  the  “Corporate  Age,”  but  it  was  only  the  dawn. 
Industrial  techniques  that  required  large  capital  sums  were  of 
recent  origin  in  important  fields  and  made  their  way  but  slowly 
among  constituent  firms.  Not  until  after  1835  did  expensive  metallic 
textile  machinery  come  into  general  use.  Not  until  1839  were 
the  first  successful  coke-smelting  furnaces  built  in  the  United  States. 
As  late  as  1869  nearly  half  the  mechanical  power  used  in  manu¬ 
facturing  came  from  water  wheels  and  turbines  rather  than  from 
steam  engines.  Once  again,  it  is  not  so  much  the  first  appearance 
of  new  techniques  as  their  spread  that  matters  in  economic  growth. 
Imitation  is  more  important  than  innovation.  Among  the  important 
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explanations  of  imitative  lag  must  be  set  not  only  the  inertia  of 
traditional  and  less  costly  methods.  Ignorance  also  counted  for 
much,  as  did  the  scarcity  of  technical  journals,  trained  engineers, 
and  cost-accounting  techniques.  The  gradual  overcoming  of  these 
obstacles  contributed  in  the  post-Civil  War  years  to  a  wider  dis¬ 
semination  of  mechanized  production  methods.  But  on  the  eve  of 
that  conflict  individual  proprietorships  and  partnerships  rather  than 
corporations  were  able  to  amass  the  capital  funds  required  for  the 
control  of  most  of  the  resources  devoted  to  manufacturing. 

It  is  thus  apparent  that  the  contribution  of  government  and  law 
to  economic  growth  was  not  a  sufficient  one.  Difficult  and  in  some 
respects  artificial  as  it  is  to  draw  a  sharp  distinction  between  “pub¬ 
lic”  and  “private,”  what  may  be  usefully  regarded  as  the  “private 
sector”  of  the  economy  also  made  vitally  necessary  contributions 
to  growth.  The  nature  of  these  contributions  we  shall  examine  in 
the  next  chapter. 


VII 


The  Private  Sector 


For  the  purposes  of  this  analysis  we  may  conveniently  comprehend 
within  the  term  “private  sector”  a  discussion  of  private  sources  of 
capital  funds,  the  formation  of  the  national  market,  and  the  origins 
of  technological  change  in  industry  and  agriculture.  It  will  be 
evident  how  difficult  it  often  is  to  lay  down  a  clean  line  between 
what  is  public  and  what  is  private.  As  the  individual  does  with 
society,  they  interpenetrate  in  numerous  ways.  In  civilized  com¬ 
munities  private  property  itself  consists  of  legal  rights;  it  is  law 
and  government  alone  that  secure  it.  We  have  just  seen  the  nature 
of  the  many-sided  contributions  made  by  government  at  many  levels 
to  the  formation  of  the  national  market.  The  loan  and  investment 
policies  of  commercial  banks,  even  when  made  in  pursuance  of 
private  judgment  rather  than  in  conformity  with  legal  require¬ 
ments,  were  yet  made  by  institutions  receiving  their  legal  life  and 
other  privileges  from  government.  The  same  thing  is  true  for  such 
other  funds-providing  institutions  as  insurance  companies.  So  far 
as  invention  is  concerned,  it  will  be  obvious  that  patent  and  copy¬ 
right  laws  provided  a  hospitable  climate  within  which  economic 
and  other  factors  might  function.  Interdependencies  of  these  kinds 
are  indissoluble. 
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Private  Sources  of  Capital  Funds 

Savings  are  the  only  source  of  capital  funds,  although  savers  may 
be  foreign  as  well  as  domestic.  Domestic  savings  may  be  voluntary 
or  forced.  Taxation  is  a  form  of  forced  savings,  and,  as  we  have 
seen,  it  was  state  taxation  which,  by  securing  the  interest  due  on 
both  state  and  corporate  bonds,  made  it  possible  to  sell  them 
abroad  and  thus  tap  foreign  savings.  Americans  also  tapped  foreign 
savings  by  selling  goods  and  services  abroad,  and  while  resultant 
earnings  financed  the  importation  of  some  capital  equipment,  one 
main  contribution  to  domestic  capital  formation  was  indirect.  Dur¬ 
ing  three  periods  in  the  antebellum  years,  namely  1793-1807, 
1815-18,  and  1832-39,  the  terms  of  trade  on  which  American 
exports  were  exchanged  for  imports  of  consumer  goods  were 
favorable  to  the  United  States.  That  is  to  say,  a  greater  rise  in 
export  than  in  import  prices  permitted  a  given  quantity  of  American 
goods  to  command  a  larger  quantity  of  foreign  goods.  By  buying 
abroad  instead  of  at  home  Americans  thus  saved  money,  and  the 
savings  could  be  released  for  purposes  of  domestic  capital  forma¬ 
tion. 

Douglass  C.  North  attaches  a  high  importance  to  favorable 
terms  of  trade  in  initiating  inflows  of  capital.  Rising  prices  of 
American  exports  made  investments  in  America  look  promising 
to  foreigners.  North  emphasizes  that  up  until  1845,  and  to  a  lesser 
degree  thereafter,  almost  every  favorable  movement  in  the  terms 
of  trade  was  paralleled  by  an  inflow  of  foreign  capital;  unfavorable 
movements  either  reduced  the  inflow  or  brought  an  actual  outflow. 

Shipping  earnings  and  immigrant  remittances  contributed  to 
the  foreign  exchange  earnings  which  financed  imports,  but  exports 
of  agricultural  surpluses,  particularly  cotton,  provided  the  great 
bulk  of  them.  The  value  of  cotton  exports  rose  from  $17,529,000 
in  1815  to  $191,806,555  in  1860.  As  North  points  out,  cotton 
“constituted  39  per  cent  of  the  value  of  exports  from  1816  to  1820, 
and  increased  to  63  per  cent  of  total  export  values  from  1836 
to  1840.”  While  it  declined  somewhat  thereafter,  it  amounted  to 
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more  than  half  the  value  of  exports  during  all  the  remaining  years 
before  the  Civil  War. 

Voluntary  domestic  savings  contributed  directly  to  the  capital 
accumulation  out  of  which  came  not  only  public  works  but  also 
industrial  capital  formation.  The  relative  importance  of  the  domes¬ 
tic  and  foreign  contributions  cannot  be  estimated,  however,  because 
of  insufficient  knowledge  of  the  investment  and  loan  experience 
of  the  domestic  institutions  which  made  accumulation  possible. 
These  institutions  were  several,  and  all  had  their  rise  in  the  ante¬ 
bellum  period.  Some  of  them,  namely,  savings  banks,  lotteries, 
and  life  insurance  companies,  served  as  means  by  which  the  small 
savings  of  large  numbers  of  people  were  collected  into  sizable 
pools  of  capital. 

Orginating  at  the  end  of  1861  as  philanthropic  institutions  de¬ 
signed  to  encourage  thrift  in  the  poor,  savings  banks  spread  rapidly 
in  the  northern  and  middle  Atlantic  states.  Their  number  increased 
from  10  in  1820  to  61  in  1840,  and  to  278  in  1860;  at  the  same 
interims,  total  depositors  rose  from  8,635  to  78,701,  and  to 
693,870,  while  deposits  themselves  increased  from  $1,138,576 
to  $14,051,520,  and  to  $149,277,504.  It  is  the  uses  to  which  these 
deposits  were  put  that  make  the  savings  banks  pertinent  to  capital 
formation  and  economic  growth.  In  the  first  place,  many  of  them 
came  to  be  capital  suppliers  to  commercial  banks,  not  only  by 
redepositing  their  own  deposits  in  those  institutions  but  also  by 
investing  in  their  stock.  Their  trustees  often  formed  interlocking 
directorates  with  the  officials  of  commercial  banks.  In  New  Eng¬ 
land,  to  employ  Paul  B.  Trescott’s  phrase,  many  were  “virtually 
savings  departments  of  the  commercial  banks.”  Mortgage  loans 
were  common,  but  many  also  made  loans  on  the  security  of  bank 
stock,  or  themselves  invested  in  bank  stock  and  in  such  other  cor¬ 
porate  securities  as  railroad  and  canal  stock. 

Savings  banks  also  made  direct  loans  to  transportation  com¬ 
panies  and  industrialists.  The  outstanding  loans  of  the  Provident 
Institution  for  Savings  in  the  Town  of  Boston  to  railroad  companies 
were  never  less  than  $250,000  between  1840  and  1860  and  at 
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one  time  reached  $700,000.  In  their  recent  careful  study  of  the 
Savings  Bank  of  Baltimore,  1818-66,  Peter  L.  Payne  and  Lance  E. 
Davis  have  shown  that  direct  loans  to  industrialists  “played  a 
significant,  if  minor,  role  in  providing  capital  for  the  early  indus¬ 
trial  development  of  Baltimore.”  The  technique  used  was  the 
familiar  one  of  converting  short-term  loans  into  long-term  ones 
by  frequent  renewals. 

On  the  basis  of  his  re-examination  of  the  sources  of  finance  for 
nine  large,  integrated  textile  mills  in  Massachusetts  from  1827  to 
1860,  Davis  concludes  that  while  previous  historians  had  “correctly 
assessed  the  importance  of  equity  capital  in  industrial  finance  .  .  . 
they  may  have  overemphasized  the  role  of  retained  earnings  .  .  . 
and  have  failed  to  acknowledge  the  contribution  that  was  made  by 
loan  capital — particularly  the  long-term  credit  granted  by  the 
credit  intermediaries.”  These  intermediaries  included  life  insurance 
companies  and  savings  banks,  with  the  latter  appearing  to  have 
been  especially  important.  Between  1839  and  1859  the  number 
of  savings  banks  in  Boston  increased  from  31  to  86,  and  their 
deposits  from  $5,608,158  to  $39,424,418.  This  influx  of  new 
funds  to  the  investment  market  induced  the  institutions  to  search  for 
new  outlets,  and  the  textile  industry  became  the  major  industrial 
beneficiary.  The  usual  device  utilized  was  the  three-signature 
loan,  with  no  collateral  required,  and  the  typical  loan  was  made  for 
two  years  or  longer  “and  renewed  almost  as  a  matter  of  course.” 
During  the  forties  and  fifties  the  proportion  of  loans  to  the  total 
assets  of  the  nine  firms  increased.  So  far  as  an  individual  firm  was 
concerned,  its  age  was  a  crucial  factor  in  its  capital  structure.  In 
its  early  years  it  might  have  some  trouble  obtaining  loans,  but 
as  it  became  established,  loans  became  more  plentiful.  The  more 
successful  it  became  with  the  passing  years,  the  greater  its  ability 
to  finance  expansion  out  of  retained  earnings  and  the  less  its  need 
for  loan  capital. 

The  heyday  of  lotteries  was  a  brief  one,  but  before  their  rapid 
decline  after  about  1830,  they  served  as  significant  institutions  for 
the  collection  of  capital  from  small  investors.  Fractional  parts  of 


THE  PRIVATE  SECTOR 


[145 

tickets  might  be  purchased  for  as  little  as  12.5  cents,  but  George 
R.  Taylor  points  out  that  persons  of  considerable  economic  stand¬ 
ing  as  well  as  the  poorest  laborers  participated  as  purchasers.  Ap¬ 
parently  expanding  rapidly  after  the  War  of  1812,  states  employed 
lotteries  to  raise  sums  for  road  and  river  improvement,  support  of 
education,  and  other  purposes.  The  value  of  lottery  tickets  au¬ 
thorized  in  nine  eastern  states  is  reported  to  have  exceeded 
$53,000,000  in  1832.  Perhaps  victims  to  some  extent  of  the  moral 
crusade  against  gambling  that  was  part  of  the  great  reform  move¬ 
ment  of  the  period,  lotteries  also  owed  their  decline  to  the  rise  of 
other  financial  institutions,  particularly  of  opportunities  to  invest 
in  stocks  and  bonds. 

Life  insurance  developed  much  less  rapidly  than  fire  and  marine 
insurance.  While  some  life  policies  and  annuities  had  been  written 
by  the  early  marine  and  fire  insurance  companies,  the  first  com¬ 
pany  to  specialize  in  life  insurance  was  not  incorporated  until  1812. 
Rapid  development  came  after  1843.  While  the  total  amount  of 
insurance  in  force  was  apparently  less  than  $10,000,000  in  1840, 
and,  according  to  Taylor,  “possibly  not  equal  to  even  half  that 
figure,”  the  total  exceeded  $160,000,000  in  1860.  Alfred  H.  Con¬ 
rad  illustrates  by  the  case  of  the  Massachusetts  Hospital  Life  In¬ 
surance  Company  the  way  in  which  the  funds  of  life  insurance 
companies  might  aid  the  process  of  industrialization.  Before  1830 
this  company  concentrated  its  investments  in  farm  mortgages  in 
western  Massachusetts.  In  the  thirties,  “securities  and  business  loans 
became  more  important  in  the  portfolio,  and  the  locus  shifted  to 
the  neighborhood  of  Boston  and  to  the  textile  industry.”  In  the 
forties,  the  company  was  of  “singular  importance”  in  the  textile 
capital  market  as  a  source  of  term  loans. 

The  role  of  commercial  banks  was  more  important  in  capital  for¬ 
mation  than  is  commonly  appreciated.  We  have  seen  that  banks 
in  some  states  were  required  by  their  charters  to  subscribe  to  the 
stock  of  internal  improvement  companies  or  make  loans  to  them. 
The  historian  of  American  banking,  Fritz  Redlich,  states  that  “the 
idea  that  banks  should  loan  their  credit  only  and  should  invest  their 
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capital  permanently  in  mortgages  and  stock  as  a  security  for 
the  noteholders”  triumphed  in  America  with  its  embodiment  in  the 
Free  Banking  Acts  of  the  1830’s,  1840’s,  and  1850’s.  Some  banks 
extended  both  loans  and  investments  voluntarily.  David  M.  Cole 
reports  that  “most”  of  those  in  Washington,  D.C.,  did  so,  although 
this  was  not  required  by  their  charters.  He  cites,  for  example,  a 
statement  of  the  Bank  of  Columbia  dated  January  1,  1822,  which 
shows  “Loans  to  road  and  canal  companies  $84,430.54,”  and  one 
of  the  Bank  of  Potomac  showing  that  on  April  29,  1834  more  than 
$40,000  was  invested  in  the  shares  of  various  turnpike  companies. 
In  addition,  there  existed  numerous  so-called  “improvement  banks”: 
banks  that  were  tied  to  canal,  railroad,  gas  light,  industrial,  and 
other  enterprises.  The  Dry  Dock  and  Chemical  Banks  of  New  York, 
the  Morris  Cannal  and  Banking  Company  of  New  Jersey,  the 
Georgia  Railroad  and  Banking  Company  are  examples  of  improve¬ 
ment  banks  which,  in  the  words  of  Redlich,  “created  capital  for 
the  desired  enterprise  by  the  issue  of  purchasing  power  in  the  form 
of  bank  notes.” 

Commercial  banks  also  contributed  significantly  to  the  formation 
of  industrial  capital.  As  Cole  well  says,  the  “banks  of  the  United 
States  have  never  followed  the  British  theory  of  confining  their  loans 
to  short-term,  self-liquidating  paper.  There  were  many  demands 
for  loans  for  compartively  long  terms,  and  the  necessary  volume  of 
short-term  paper  was  not  always  available.”  Redlich  cites  a  descrip¬ 
tion  given  in  1837  by  a  British  author  which  clarifies  the  difference 
between  American  and  British  practice: 


Their  rule  is  our  exception,  our  rule  is  their  exception.  They  [the 
Americans]  prefer  accommodation  paper,  resting  on  personal  security 
and  fixed  wealth,  to  real  bills  of  exchange,  resting  on  wealth  in 
transition  from  merchants  and  manufacturers  to  consumers.  .  .  .  [Thus], 
ships  and  steamers  [are  built  in  America]  with  the  proceeds  of  three 
months  accommodation  paper,  [and]  manufactories,  mills,  breweries, 
[and]  distilleries  erected;  the  borrower  thinking  himself  sure  of  a  re¬ 
newal  of  the  bill  [i.e.,  promissory  note]  when  it  falls  due.1 

1  Fritz  Redlich,  The  Molding  of  American  Banking:  Men  and  Ideas  (New 
York,  1951),  II,  47. 
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Redlich  reports  that  this  practice  of  making  and  renewing  ac¬ 
commodation  loans  had  become  so  common  by  1840  that  when 
Connecticut  banks  attempted  to  discount  exclusively  business 
paper  “subject  to  no  renewal,”  it  was  deemed  “a  great  innovation.” 
The  practice,  in  short,  was  not  the  exception  but  the  “rule,”  com¬ 
mercial  banks  “thereby  financing  the  long-term  needs  of  agriculture 
and  capitalistic  industry.” 

Because  of  their  evident,  although  quantitatively  indefinable, 
role  in  the  provision  of  investment  credit,  the  increase  in  the  num¬ 
ber  of  commercial  banks  and  in  their  issues  and  deposits  becomes 
a  primary  datum  in  economic  growth.  Commercial  banks  were 
completely  absent  from  the  colonial  scene.  As  Guy  Callender  ex¬ 
plains,  “Goods  were  sold  on  long  credits  of  a  year  or  more  by 
English  merchants,  and  the  bills  either  carried  by  them  until  col¬ 
lected  or  else  discounted  by  bankers  in  England.  There  was  thus 
no  basis  for  commercial  banking  in  the  colonies.”  There  could 
be  none,  Margaret  Myers  points  out,  till  the  Revolutionary  War 
had  “cut  off  the  credit  upon  which  the  trade  of  the  colonies  had 
been  wont  to  depend,  and  at  the  same  time  undermined  the  paper 
money  which  the  Colonial  governments  had  issued.  The  new  states 
relinquished  the  right  to  emit  bills  of  credit,  and  the  vacuum  which 
was  thus  created  brought  about  a  demand  for  bank  facilities.” 

Their  subsequent  growth  was  rapid,  and  Table  XI  depicts  in¬ 
creases  in  their  number,  and  in  the  amount  of  bank  notes  and 
deposits  for  selected  years  between  1815  and  1860.  The  first 
available  estimates  of  deposits  date  only  from  1834.  This  is  un¬ 
fortunate.  The  notion  persists  that  the  extension  of  bank  credit 
in  the  form  of  deposits  subject  to  check  was  unimportant  before 
the  emergence  of  clearing  houses  not  long  before  the  Civil  War. 
In  fact,  the  creation  of  bank  deposits  was  an  important  practice  in 
the  larger  mercantile  cities  by  1800.  In  all  probability  the  leading 
merchants  maintained  accounts  in  the  relatively  few  extant  banks, 
permitting  the  banks  themselves  to  act  as  their  own  clearing  houses 
by  the  simple  device  of  crediting  an  incoming  check  to  the  account 
of  one  depositor  and  debiting  it  to  that  of  another.  As  Taylor  says, 


THE  ROOTS  OF  AMERICAN  ECONOMIC  GROWTH,  1607-1861  [148 

Mathew  Carey  “pointed  out  as  early  as  1816  that  deposits  rather 
than  bank  notes  or  specie  furnished  the  chief  medium  of  payment 
in  the  great  commercial  cities.” 

The  total  money  supply  included  coins  as  well  as  banknotes  and 
deposits,  and  John  G.  Gurley  and  E.  S.  Shaw  have  compiled 
estimates  of  both  nominal  and  real  totals  for  selected  antebellum 
years.  By  “real”  money  they  mean  nominal  money  corrected  for 


Table  XI 

Banking  Statistics,  Selected  Years,  1815-60 


Year 

Number  of 
State  Banks 

Bank  Notes 
(in  millions 
of  dollars) 

Deposits 
(in  millions 
of  dollars) 

1815 

208 

45 

1820 

307 

45 

1830 

330 

61 

1834 

506 

95 

76 

1835 

704 

104 

83 

1840 

901 

107 

76 

1845 

707 

90 

88 

1850 

824 

131 

110 

1855 

1,307 

187 

190 

1860 

1,562 

207 

254 

Source:  William  M.  Gouge,  A  Short  History  of  Paper-Money  and  Banking  (N.Y.: 

B.  &  S.  Collins,  1835),  p.  61;  and  Members  on  the  Staff,  Board  of  Governors  of 
the  Federal  Reserve  System,  Banking  Studies  (Washington:  Board  of  Governors, 
1941),  pp.  417-18. 


changes  in  commodity  prices,  a  correction  which  discloses  the 
purchasing  power  of  nominal  money.  In  Table  XII  “Demand 
deposits”  together  with  “Currency  outside  banks”  (coin  and  bank¬ 
notes)  equals  “Nominal  money  supply.”  The  explanation  of  the 
fact  that  the  supply  of  “real”  money  exceeded  that  of  “nominal” 
money  at  each  of  the  given  intervals  from  1819  on  is  to  be  found 
in  the  behavior  of  prices.  It  is  not  easy  to  measure  long-run  change 
in  the  price  level,  but  the  trend  of  prices  appears  to  have  been 
definitely  downward  in  the  period  1815-60.  While  wholesale  prices 
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moved  upwards  during  the  thirties  and  fifties,  Taylor  concludes 
after  careful  analysis  that  most  of  the  upward  pressure  came  from 
agricultural  prices.  He  believes  the  unmistakable  downward  trend 
in  industrial  prices  “may  well  have  been  the  result  of  the  techno¬ 
logical  improvements  of  the  age.”  Gurley  and  Shaw  conclude  that 
the  overall  commodity  price  level  fell  nearly  fifty  per  cent  in  the 
period  1800-60. 


Table  XII 

The  Nominal  and  Real  Money  Supply,  1799-1859 
(in  billions  of  dollars) 


June 

Nominal 

Money 

Supply 

Demand 

Deposits 

Currency 

Outside 

Banks 

Real 

Money 

Supply 

Real  Money 
Supply  per 
Capita 
(dollars 
and  cents) 

1799 

.03 

_ 

_ 

.03 

$  5.80 

1819 

.08 

— 

— 

.09 

9.60 

1839 

.24 

.09 

.15 

.29 

17.40 

1849 

.27 

.09 

.18 

.45 

19.90 

1859 

.58 

.26 

.32 

.95 

31.00 

Source:  J.  G.  Gurley  and  E.  S.  Shaw,  “Money,”  in  Seymour  E.  Harris,  ed.,  American 
Economic  History  (New  York:  McGraw-Hill,  1961),  p.  105. 


The  fact  that  prices  fell  during  a  period  in  which  the  nominal 
supply  of  money  rose  points  unmistakably  to  the  real  need  on  the 
part  of  a  growing  population  and  expanding  economy  for  increased 
means  of  transacting  a  swelling  volume  of  business.  Indeed,  the 
growth  of  the  money  supply  fell  short  of  that  need. 

These  considerations  afford  a  better  perspective  in  which  to 
evaluate  the  commercial  banks  of  the  period  than  do  the  two  lead¬ 
ing  points  of  view  from  which  historians  have  traditionally  done  so. 
One  has  fixed  upon  such  undeniable  attributes  as  the  lack  of 
uniformity  in  banknotes  and  the  colorful  excesses  of  fraudulent 
“wildcats.”  But  it  is  doubtful  the  former  caused  much  more  than 
inconvenience  and  certain  the  latter  was  not  typical,  least  of  all,  as 
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Bray  Hammond  has  shown,  in  the  West,  where  historians  have 
almost  always  placed  them.  The  other  point  of  view  has  reflected 
the  concern  of  the  mid-twentieth  century  with  the  danger  of  in¬ 
flation  and  the  role  of  a  central  banking  system  in  preventing  it. 
But  it  is  at  least  doubtful  whether  the  First  Bank  of  the  United 
States  (1791-1811)  and  its  successor  institution  (1816-36)  exer¬ 
cised  the  control  functions  of  modem  central  banks  in  any  regular 
and  continuing  way,  even  under  their  most  enlightened  administra¬ 
tions. 

Bray  Hammond  and  Thomas  P.  Govan  believe  that  the  Second 
Bank  of  the  United  States  under  President  Nicholas  Biddle  typically 
restrained  credit  expansion  on  the  part  of  the  state  banks  in  the 
interests  of  monetary  stability.  If  it  did,  the  considerations  we  have 
adduced  concerning  the  volume  of  money  and  the  behavior  of 
prices  would  make  it  difficult  to  avoid  the  judgment  that  it  was 
the  wrong  thing  to  have  done.  The  commercial  banks  helped  meet 
the  crying  need  of  the  antebellum  period  for  capital,  but  neither 
they  nor  any  other  institutional  or  other  source  proved  capable 
of  doing  so  fully.  To  be  sure,  there  was  much  ignorance  of  banking, 
numerous  failures,  and  also  a  consequent  waste  of  resources.  Un¬ 
doubtedly  the  need  of  the  times  was  not  only  for  more  banks  but 
better  managed  ones.  Yet  the  informed  judgment  of  Fritz  Redlich 
deserves  emphasis:  “It  can  hardly  be  doubted  that  the  American 
national  economy  through  unsound,  inflationary  banking  was  de¬ 
veloped  more  quickly  than  would  otherwise  have  been  the  case.” 
Waste  was  a  premium  paid  for  savings  that  were  anticipated  rather 
than  earned,  for  means  of  development  that  otherwise  would  have 
had  to  wait  upon  a  more  patient  accumulation. 

In  addition  to  the  commercial  banks,  unincorporated  “private” 
banks  rose  to  a  position  of  importance  during  the  period.  Their 
number  was  especially  marked  in  the  West,  many  states  of  which 
prohibited  incorporated  banking,  but  their  general  rise  was  swift 
after  the  demise  of  the  Second  Bank  opened  fields  of  business, 
especially  those  of  domestic  and  foreign  exchange,  which  that 
institution  had  dominated  during  most  of  its  life.  Private  banks 
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generally  did  not  issue  notes,  but  they  did  carry  on  a  deposit  and 
loan  business.  In  the  early  1860’s  about  five  hundred  of  them 
were  in  existence,  and  they  accounted  for  about  20  per  cent  of  all 
bank  deposits.  Many  operated  on  a  very  small  scale,  and  some 
were  mercantile  firms  in  which  banking  was  only  a  sideline.  Some 
were  large,  however.  Trescott  points  out  that  in  1863  three  held  over 
a  million  dollars  each  in  deposits,  including  Jay  Cooke’s  firm  in 
Philadelphia.  Stephen  Girard  and  Alexander  Brown  &  Sons  had 
achieved  early  prominence,  the  latter  developing  from  foreign 
trader  to  investment  banker,  a  course  following  by  other  leading 
houses  of  the  period.  It  was  of  course  in  the  marketing  of  securities 
that  investment  bankers  discharged  their  essential  function. 

Securities,  like  banks,  provided  a  means  of  collecting  savings 
and  making  them  available  for  long-term  investment.  In  virtually 
every  section  of  the  country,  however,  there  existed  local  scarcities 
of  capital  funds.  For  this  reason,  Alfred  D.  Chandler,  Jr.  points  out, 
promoters  of  railroads  and  canals  had  to  look  to  the  largest  eastern 
commercial  centers  and  especially  to  the  money  markets  of  Europe 
for  funds  to  complete  their  projects.  And  because  “distant  inves¬ 
tors  preferred  bonds  with  their  appearance  of  secure  principal  and 
guaranteed  income,”  promoters  had  to  rely  on  bonds  rather  than 
stocks  as  the  major  instruments  for  raising  capital.  So  important 
was  the  London  money  market  that  both  state  governments  and 
promoters  issued  their  bonds  in  sterling  denominations  and  made 
interest  and  principal  payable  in  London. 

Sales  of  bonds  to  distant  investors  required  the  services  of 
middlemen.  Before  the  1840’s  and  1850’s,  however,  the  progress 
of  incorporations  and  the  quantity  of  securities  to  be  marketed  were 
insufficient  to  justify  the  services  of  full-time  investment  bankers, 
so  that  security  sales  were  handled  by  commercial  banks,  unincor¬ 
porated  banks,  brokerage  houses,  merchants,  or  special  agents.  In 
marketing  their  sterling  bonds,  state  governments  relied  heavily 
on  the  agents  of  British  mercantile  houses  operating  in  New  York 
and  Boston.  During  the  1830’s,  railroad  and  canal  builders  either 
went  directly  to  the  London  money  market,  where  specialized  in- 


THE  ROOTS  OF  AMERICAN  ECONOMIC  GROWTH,  1607-1861  [152 

vestment  bankers  already  existed,  or  reached  this  market  through 
the  merchants  and  bankers  of  Philadelphia,  especially  Thomas 
Biddle  &  Company,  and  Nicholas  Biddle,  the  latter  America’s 
pioneer  investment  banker. 

Only  for  a  brief  period  in  New  England  during  the  1840’s  was 
the  investor  willing  to  buy  the  common  stocks  of  railroads  rather 
than  bonds.  The  manufacturing  and  mercantile  community  of 
Boston  was  then  the  nation’s  most  important  money  market,  and 
this  community  was  sufficiently  close  knit  that  railroad  promoters 
often  succeeded  in  reaching  investors  without  the  services  of  a 
middleman.  After  1850,  however,  the  investment  market  was  in¬ 
creasingly  centralized  and  institution alized  in  New  York  City,  and 
railroad  builders  depended  largely  on  the  bankers  and  brokers  of 
Wall  Street  to  sell  their  mortgage  bonds,  with  principal  and  interest 
made  payable  in  New  York,  other  eastern  cities,  Great  Britain,  and 
on  the  Continent. 

The  New  York  Stock  Exchange  listed  few  industrial  securities 
prior  to  the  Civil  War.  No  shares  of  industrial  corporations  appeared 
on  the  Exchange  until  1831.  Even  in  Boston,  which  was  then  closer 
to  the  manufacturing  center  of  the  country  than  New  York,  no 
industrials  appeared  on  the  Exchange  until  1827,  and  in  1830 
there  were  only  six.  The  forties  and  fifties  saw  a  lengthening  of 
the  list,  since,  as  we  have  seen,  equity  financing  was  the  main 
reliance  of  the  Massachusetts  textile  firms  studied  by  Lance  E. 
Davis.  By  1835  the  New  York  list  included  eight  coal  and  mining 
companies,  three  gas  lighting  companies,  and  four  others,  but  its 
length  was  insignificant  in  comparison  with  that  of  the  rails.  The 
antebellum  manufacturing  corporations,  as  Margaret  Myers  pointed 
out  some  thirty  years  ago,  seldom  found  it  necessary  to  turn  to  the 
investment  market  for  funds.  “Many  had  been  organized  originally 
as  small  concerns,  and  had  grown  by  a  process  of  accretion.  Owners 
ploughed  their  profits  back  into  the  business,  and  employees  in¬ 
vested  their  small  savings  in  the  factories  with  whose  management 
they  were  well  acquainted.”  To  these  considerations  it  is  now 


THE  PRIVATE  SECTOR  [153 

necessary  to  add  the  greater  reliance  upon  loan  capital  that  the 
more  recent  studies  of  Davis  have  disclosed. 

Undoubtedly,  the  main  sources  of  “ploughed  back  profits”  were 
two:  the  reduced  unit  costs  of  production  deriving  from  techno¬ 
logical  innovation,  and  the  expansion  of  sales  with  the  widening 
of  markets.  To  this  latter  development  we  now  turn. 


The  Formation  of  the  National  Market 

The  settlement  of  new  territory  and  the  pushing  of  the  frontier  fur¬ 
ther  into  the  interior  had  been  characteristic  features  of  American 
life  since  colonial  times.  At  the  end  of  the  Revolution  perhaps  250,- 
000  people  inhabited  the  backcountry  of  Pennsylvania,  Virginia  and 
the  Carolinas.  Following  the  Revolution  these  backwoodsmen  and 
many  emigrants  from  Tidewater  who  had  been  ruined  by  the  war 
or  by  soil  exhaustion  moved  into  the  region  west  of  the  mountains. 
By  the  time  of  the  census  of  1790,  there  were  109,000  people 
living  in  Kentucky  and  the  region  south  of  it,  while  those  who 
had  settled  in  western  Pennsylvania  and  Virginia,  Callender  be¬ 
lieved,  must  have  amounted  to  as  many  more.  The  census  of  1 800 
showed  387,183  inhabitants  of  the  Western  States  and  Territories. 
That  of  1810  disclosed  1,337,946,  and  by  1820,  2,419,369  were 
living  in  the  Mississippi  Valley. 

A  good  deal  of  near  self-sufficiency  appears  to  have  obtained 
in  the  West,  and  the  essential  reason  for  it  was  the  high  cost  of 
transportation.  Of  course  those  who  lived  on  or  near  navigable 
rivers  engaged  in  commercial  agriculture.  Such  backcountry  produce 
as  wheat,  flour,  butter,  pork,  and  pork  products  from  western 
Pennsylvania,  Ohio,  and  Indiana,  tobacco  and  hemp  from  Ken¬ 
tucky,  cotton  from  Tennessee,  and  lead  from  Missouri,  Illinois, 
and  Wisconsin  was  loaded  on  flatboats  and  sent  southward  to  New 
Orleans.  There  it  was  transferred  in  the  main  to  coastal  vessels 
destined  for  ports  along  the  Atlantic  seaboard,  chiefly  New  York, 
Boston,  and  Philadelphia.  But  before  the  invention  of  the  steam- 
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_boat  and  its  first  use  on  the  Mississippi  in  18.16,  trade  moved  almost 
entirely  in  one  direction — south,  with  the  current.  As  Taylor  ex¬ 
presses  it,  upriver  shipments  were  “almost  prohibitively  expensive 
even  for  the  most  light  and  valuable  merchandise.” 

To  pbtain  goods  in  return  for  their  downriver  exports  Western 
farmer^  had  to  depend  upon  the  land  routes  across  the  Appalachian 
highlands  from  Philadelphia  and  Baltimore.  Across  the  overland 
stretch  of  three  hundred  miles  wagoners  hauled  textiles,  hats,  shoes, 
hardware,  and  other  products,  but  transportation  over  this  short 
distance  “cost  more  than  shipment  by  sea  and  river  all  the  way 
frbm  Pittsburgh  to  Philadelphia.”  Direct  overland  shipments  to 
the  East  were  even  more  costly,  except  for  livestock  driven  on 
t&e  hoof.  According  to  Taylor,  with  costs  for  teaming  at  thirty  cents 
per  ton-mile,  “the  mere  charge  for  carting  wheat  to  Philadelphia 
equalled  its  whole  selling  price  if  it  were  drawn  218  miles;  for 
corn  this  was  true  for  a  distance  of  135  miles.” 

These  high  costs  of  getting  goods  to  and  from  market  exerted 
profoundly  limiting  effects  upon  the  commercialization  of  agricul¬ 
ture.  The  value  of  receipts  at  New  Orleans  from  the  interior 
amounted  in  1816  to  less  than  $10,000,000,  and  by  1820  it  had 
increased  by  only  $3,000,000.  It  is  true  that  local  markets  existed, 
but  they  were  too  small  to  support  more  than  a  neighborhood 
trade  and  small-scale  manufacturing  of  consumption  goods,  a 
manufacturing  that  was  protected  by  high  transport  costs  from  the 
competition  of  distant  producers.  With  24,562  people  in  1810 
New  Orleans  was  the  only  town  in  the  entire  West  of  any  con¬ 
siderable  size.  Pittsburgh  had  4,768  inhabitants,  Lexington  4,326, 
and  Cincinnati  2,540.  Louisville,  Nashville,  Natchez,  and  St.  Louis 
were  villages  of  about  1,000  inhabitants  each. 

In  a  speech  in  Congress  in  1810  Congressman  Porter  of  western 
New  York  gave  an  able  analysis  of  the  problem  of  the  West: 

The  great  evil,  and  it  is  a  serious  one  indeed,  under  which  the  in¬ 
habitants  of  the  western  country  labor,  arises  from  the  want  of  a 
market.  There  is  no  place  where  the  great  staple  articles  for  the  use  of 
civilized  life  can  be  produced  in  greater  abundance  or  with  greater 
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ease,  and  yet  as  respects  most  of  the  luxuries  and  many  of  the  con¬ 
veniences  of  life  the  people  are  poor.  They  have  no  vent  for  their 
produce  at  home  and,  being  all  agriculturists,  they  produce  alike  the 
same  article  with  the  same  facility;  and  such  is  the  present  difficulty 
and  expense  of  transporting  their  produce  to  an  Atlantic  port  that  little 
benefit  is  realized  from  that  quarter.  The  single  circumstance  of  want 
of  a  market  is  already  beginning  to  produce  the  most  disastrous  effect, 
not  only  on  the  industry,  but  on  the  morals  of  the  inhabitants.  Such  is 
the  fertility  of  their  land  that  one-half  their  time  spent  in  labor  is 
sufficient  to  produce  every  article  which  their  farms  are  capable  of 
yielding,  in  sufficient  quantities  for  their  own  consumption,  and  there 
is  nothing  to  incite  them  to  produce  more.  They  are,  therefore,  natu¬ 
rally  led  to  spend  the  other  part  of  their  time  in  idleness  and  dissipa¬ 
tion.  Their  increase  in  numbers  far  from  encourage  them  to  become 
manufacturers  for  themselves,  but  put  to  a  greater  distance  the  time 
when,  quitting  the  freedom  and  independence  of  masters  of  the  soil, 
they  submit  to  the  labor  and  confinement  of  manufacturers.2 

Porter’s  observation  that  “there  is  nothing  to  incite  them  to 
produce  more”  deserves  special  emphasis.  Between  output  per 
person  and  incentive  to  produce,  an  obvious  relationship  exists. 
What  is  difficult  to  know  in  any  precise  way  is  how  the  different 
elements  within  a  wide  area  of  environmental  change  affect  incen¬ 
tives.  In  this  case  it  is  clear  enough  that  because  of  “the  want  of  a 
market”  underemployed  human  and  natural  resources  existed  in 
the  West.  Until  those  resources  were  more  fully  made  available  to 
the  East  and  South,  the  ability  of  the  economy  as  a  whole  to  grow 
more  rapidly  would  be  limited.  In  a  word,  a  fundamental  pre¬ 
requisite  to  growth  was  the  more  complete  integration  of  the  West 
into  the  national  economy,  a  strengthening  of  the  tenuous  bonds 
linking  that  region  with  its  sister  regions. 

In  the  main,  it  was  a  series  of  familiar  technological  innovations 
in  transportation  that  brought  increasing  strength  to  those  bonds. 
The  steamboat  was  the  first  of  them.  By  making  possible  upriver 
trade  and  greatly  reducing  transport  costs  both  up  and  down  river 
thesteamboat,  in  the  words  of  Taylor,  “gave  the  first  great  impetus 

2  Quoted  in  Guy  S.  Callender,  “The  Early  Transportation  and  Banking 
Enterprises  of  the  States  in  Relation  to  the  Growth  of  Corporations,” 
Quarterly  Journal  of  Economics,  XVII  (1902),  123. 
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to  western  growth.”  It  shifted  the  terms  of  trade  sharply  to  the 
advantage  of  the  western  farmer.  It  is  true  that  its  use  for  down¬ 
river  shipments  lowered  transport  costs  and  somewhat  reduced 
prices  received  by  westerners  for  their  produce  when  sold  at  New 
Orleans  and  at  Atlantic  ports.  But  the  greater  fall  in  upriver  trans¬ 
port  costs  reduced  still  more  the  costs  of  imported  goods.  In  a 
word,  the  steamboat  permitted  a  given  quantity  of  western  produce 
to  command  a  larger  quantity  of  eastern  goods,  and  greatly  encour¬ 
aged  migration  into  the  Ohio  Valley  and  the  commercialization  of 
its  agriculture. 

At  the  same  time  an  independent  influence  was  achieving  similar 
results  in  the  Southwest.  In  the  years  after  1815  cotton  planters 
for  the  first  time  began  to  migrate  in  considerable  numbers  into 
that  region.  Here  fertility  of  soil,  numerous  navigable  rivers  and 
the  fact  that  cotton,  a  commodity  possessing  large  value  in  small 
weight,  could  bear  the  expense  of  transportation  to  the  rivers  over 
long  reaches  of  land,  combined  to  form  a  profitable  contrast  to 
the  situation  in  older  cotton-growing  areas.  “In  the  upland  areas 
from  Virginia  to  Georgia,”  says  Lewis  C.  Gray,  “the  expansion 
of  cotton  and  tobacco  left  behind  an  ever-widening  circle  of  lands 
suffering  from  soil  exhaustion.  Year  after  year  the  old  lands  were 
depleted  until  it  was  no  longer  profitable  to  farm  them.  By  1850 
a  large  proportion  of  Virginia  and  Maryland  east  of  the  Blue  Ridge 
was  a  waste  of  old  fields  and  abandoned  lands  covered  with  under¬ 
brush  and  young  cedars.” 

From  the  older  slave  states  emigrants  poured  into  the  more 
promising  Southwest.  Alabama  and  Mississippi  had  no  more  than 
75,000  people  in  1816,  but  only  four  years  later  their  combined 
population  was  200,000,  and  this  doubled  during  the  next  decade. 
Louisiana  had  76,000  in  1810,  143,000  in  1820,  and  215,000  in 
1830.  Callender  says  that  certain  parts  of  Tennessee,  Arkansas,  and 
Florida,  where  cotton  could  be  raised,  “were  settled  with  equal 
rapidity.”  New  Orleans,  the  “great  central  market  to  which  the 
cotton  product  of  this  region  was  sent,”  received  only  37,000  bales 
in  1816.  In  1822  the  amount  was  161,000,  in  1830,  428,000,  and 
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in  1840,  923,000  bales.  At  the  same  time  the  cultivation  of  sugar 
in  Louisiana  rose  from  30,000  hogsheads  in  1823  to  186,000  in 
1845. 

Now  it  is  possible  to  overstate  the  extent  to  which  this  great 
staple-producing  region  depended  upon  outside  sources  for  its  sup¬ 
plies  of  food  and  manufactured  goods.  Callender  believed  the  de¬ 
pendence  was  pronounced  and  that  the  profits  to  be  won  from 
cotton  and  sugar  were  so  high  as  to  induce  planters  to  employ  their 
capital  and  other  resources  “for  the  most  part”  in  the  production  of 
these  staples.  The  consequence  was  that  the  planters  of  the  South¬ 
west  became  the  first  great  market  for  the  farmers  of  the  Northwest, 
and  Callender  saw  the  increase  in  the  number  of  steamboats  on 
western  rivers,  in  tonnage  carried  by  flatboats,  and  in  the  value  of 
receipts  at  New  Orleans  as  evidence  of  the  growing  interdependence 
of  the  two  regions.  There  are  indeed  “no  reliable  statistics  of  the 
trade,”  but  Callender  and  the  more  recent  scholars  who  have  fol¬ 
lowed  his  view,  especially  Louis  B.  Schmidt  and  Douglass  C.  North, 
tend  to  minimize  the  degree  of  self-sufficiency  achieved  by  many 
southern  planters  and  the  extent  to  which  the  food  supplies  shipped 
to  New  Orleans  from  the  Northwest  were  bound  for  markets  other 
than  those  of  the  Southwest,  namely,  those  of  Europe  and  the  West 
Indies,  and  most  especially,  those  of  the  urban  Northeast. 

The  planter,  says  Paul  Gates,  “attempted  to  make  his  plantation 
as  self-sufficient  as  possible,”  and  in  the  South  as  a  whole,  and  not 
merely  the  Upper  South,  it  was  corn  rather  than  cotton  that  was 
the  most  important  crop  throughout  the  antebellum  period,  whether 
the  criterion  of  importance  be  value  of  the  crop,  acreage  devoted 
to  it,  or  quantity  produced.  What  fed  the  increasing  dependence 
of  the  Northeast  upon  the  food  supplies  of  the  Northwest  was  not 
only  the  growing  urbanization  of  that  area  but  also  the  loss  of 
fertility  of  much  of  the  farm  land  along  the  Atlantic  coast.  Gates 
reports  that  the  Hessian  fly  together  with  the  midge,  caused  the 
abandonment  of  wheat  as  a  major  crop  in  many  parts  of  the  East 
by  the  1830’s.  Yields  of  tobacco,  wheat,  and  other  crops  were  so  low 
that  in  that  decade  Maine  and  Massachusetts  offered  bounties  on 
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wheat  production.  Claimants  under  the  Massachusetts  law  averaged 
only  about  fifteen  bushels  per  acre  in  1839. 

While  it  is  therefore  necessary  to  qualify  the  degree  of  inter¬ 
dependence  existing  between  southwestern  planter  and  northwestern 
fanner,  Gates  makes  clear  that  the  Gulf  states  did  “concentrate” 
on  cotton  and  that  the  Deep  South  could  not  meet  its  own  needs 
for  corn  and  pork.  The  alluvial  land,  or  “black  prairie,”  of  Alabama 
and  Mississippi  did  not  yield  good  crops  of  com,  and  millions  of 
bushels  were  imported  each  year  from  the  Northwest.  In  sum,  the 
total  market  for  northwestern  farm  produce  was  far  wider  than  that 
of  the  Southwest  alone,  but  the  demand  of  the  latter  must  certainly 
have  been  an  important  factor  in  the  prosperity  of  the  northwestern 
farmer. 

The  advent  of  canals  and  then  railroads  brought  to  the  developing 
West  stimuli  which  greatly  reinforced  those  imparted  by  steam¬ 
ships  and  the  movement  of  the  cotton  belt.  The  impetus  given  by 
canals  deserves  special  emphasis.  According  to  Carter  Goodrich, 
“the  initial  reduction  in  costs  provided  by  canal  transport,  as 
compared  with  wagon  haulage,  was  more  drastic  than  any  subse¬ 
quent  differential  between  railroads  and  canals.”  Taylor  reports 
that  the  cost  per  ton-mile  of  moving  freight  from  Buffalo  to  New 
York  in  1817,  before  the  opening  of  the  Erie  Canal,  was  19.12 
cents.  For  the  period  1857-60  the  average  cost  over  the  Erie  Canal 
was  0.81  cents.  Especially  after  approximately  the  mid-thirties, 
when  the  completion  of  some  of  the  mid-western  canals  brought  the 
beginnings  of  a  significant  shift  in  the  direction  of  flow  of  western 
produce  from  the  circuitousness  of  the  Mississippi-Atlantic  Ocean 
route  to  the  directness  of  West-East  shipment  via  the  Great  Lakes, 
Erie  Canal,  and  Hudson  River  to  New  York  City,  canals  exerted  a 
developmental  impact  upon  the  countryside,  making  possible  a  large 
new  production  of  foodstuffs.  New  settlers  moved  into  the  North¬ 
west  with  the  lowering  of  transport  costs  on  the  overland  trans- 
appalachian  stretch,  and  older  migrants  were  encouraged  to  grow 
larger  cash  crops  for  disposition  in  the  East  and  abroad.  According 
to  Abraham  H.  Sadove,  by  1844  the  amount  of  tonnage  shipped 
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eastward  via  Lake  Erie  and  the  Erie  Canal  was  already  slightly 
greater  than  that  sent  down  the  Mississippi  River.  By  1853,  the 
former  route  accounted  for  62.2  per  cent  and  the  latter  for  only  28.9 
per  cent  of  the  total. 

The  result  of  these  increases  in  the  extent  of  commercial  farming 
was  a  raising  of  the  level  of  income  per  capita  in  the  Northwest, 
permitting  the  farmers  of  the  region  to  purchase  more  and  more 
manufactured  goods  from  the  East.  The  value  of  merchandise 
shipped  to  the  western  states  on  the  Erie  Canal  amounted  in  1836 
to  less  than  $10,000,000,  but  in  1853  it  reached  a  peak  of 
$94,000,000.  This  widening  of  the  market  for  eastern  goods,  as 
Harvey  H.  Segal  has  suggested,  had  in  turn  the  effect  of  inducing 
a  higher  level  of  investment  in  the  East.  Finally,  the  expansion  of 
production  facilities  raised  the  level  of  income  in  that  region  and 
permitted  an  increasing  demand  for  western  commodities. 

There  thus  developed  an  increasingly  high  degree  of  interdepend¬ 
ence  between  the  principal  regional  markets  of  the  nation.  The 
interdependence  is  revealed  in  Arthur  H.  Cole’s  data  on  prices. 
Between  the  Revolution  and  the  early  1820’s,  price  movements 
exhibit  marked  divergencies  as  between  regions,  but  in  the  follow¬ 
ing  decades  the  divergencies  sharply  decrease.  To  maintain,  how¬ 
ever,  that  there  obtained  in  West,  East,  or  South  little  diversification 
in  their  respective  patterns  of  investment  would  be  erroneous.  Yet 
there  did  tend  to  develop  a  marked  degree  of  regional  specialization, 
with  Northwest  concentrating  its  resources  on  the  production  of 
foodstuffs,  Southwest  on  cotton,  and  Northeast  on  manufacturing. 
Income  received  from  exports  of  cotton,  mainly  via  New  York  City, 
played  a  leading  part  in  making  regional  interdependence  possible. 
This  income  enabled  the  South  to  pay  the  Northeast  for  its  various 
marketing  services  and  for  manufactured  goods,  and  it  enabled  that 
region  also  to  pay  the  West  for  foodstuffs  exported  to  the  South; 
finally,  it  permitted  the  West  to  pay  the  Northeast  for  manufactured 
goods. 

The  great  increase  in  population,  the  settlement  of  the  West,  the 
phenomenal  improvements  in  transportation,  and  increases  in  in- 
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comes  per  capita  had  made  possible  a  territorial  specialization 
which  raised  to  new  levels  of  efficiency  the  interdependent  working 
of  the  economy  as  a  whole.  And  while  it  would  be  wrong  to  under¬ 
estimate  the  importance  of  the  steamboat,  canals  appear  to  have 
contributed  most  to  the  opening  of  substantial  trade  between  East 
and  West.  They  supplied  the  means,  Goodrich  properly  concludes, 
by  which  the  American  people  “were  for  the  first  time  able  to  make 
effective  use  of  the  great  interior  and  to  establish  a  national  market 
on  which  industrial  development  could  be  based.”  The  spread 
of  the  railroads  in  the  Northeast  between  1835  and  1850,  and 
between  East  and  West  in  the  1850’s,  further  contributed  to  the  de¬ 
velopment  Of  interregional  trade  and  the  siting  of  manufacturing  in 
the^  northeastern  quadrant.  Clearly,  all  forms  of  improved  trans¬ 
portation  helped  fortify  the  interdependence  of  agriculture  and 
manufacturing  and  helped  create  the  national  economy  of  which 
Tench  Coxe  and  Alexander  Hamilton  had  dreamed  long  before 
its  advocacy  by  Henry  Clay.  In  a  word,  transport  improvements 
within  a  national  political  area  defined  by  the  United  States  Con- 
stitution,-and  confirmed  by  the  Supreme  Court,  increased  the  size 
of  the  national  economy  by  enlarging  and  interrelating  its  regional 
markets^  The  external  economies  and  those  of  scale  thereby  made 
increasingly  possible  accrued  to  both  agricultural  and  industrial 
producers,  and  augmented  the  profits  out  of  which  additional  capital 
could  be  formed  to  speed  the  pace  of  further  growth. 


The  Origins  of  Technological  Change  in  Industry  and 
Agriculture 

While  it  is  clear  that  capital  formation  is  a  prerequisite  of  economic 
growth,  it  is  not  alone  the  size  but  also  the  quality  of  the  capital 
stock  that  matters.  Capital  in  any  form  increases  the  productivity 
of  labor,  but  some  forms  are  more  efficient  than  others.  A  forked 
stick  is  more  efficient  than  a  farmer’s  bare  hands  but  less  so  than 
a  hoe;  plows,  in  turn,  are  more  efficient  that  hoes,  and  horse-drawn 
plows  than  those  moved  by  manpower,  at  least  under  “normal” 
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conditions.  Subject  to  the  same  qualification,  tractors  are  more 
efficient  than  horse-drawn  plows.  As  this  elementary  illustration 
suggests,  an  innovation  in  the  form  of  capital  may  permit  an  increase 
in  output  per  worker,  but  successive  innovations  may  be  increas¬ 
ingly  “capital  intensive.”  Yet  it  is  probable  that  no  constant 
relationship  can  be  said  to  exist  between  productivity  and  capital 
intensity.  H.  J.  Habakkuk  believes  that  in  early  nineteenth-century 
America  the  more  capital-intensive  of  the  available  techniques 
were  also  the  most  productive  ones;  but  Edward  F.  Denison  has 
recently  questioned  whether  that  is  true  today.  The  precise  re¬ 
lationships  between  innovation,  capital  intensity,  and  labor  produc¬ 
tivity  under  balances  of  productive  factors  that  shift  over  time  is 
a  difficult  problem  requiring  much  historical  research. 

During  the  past  decade  scholarly  effort  has  tended  to  concentrate 
less  on  innovation  than  on  capital  accumulation  per  se  as  a  source 
of  increase  in  per  capita  income.  A  seminal  hypothesis  advanced 
by  Walt  W.  Rostow  in  1956  goes  far  to  explain  this  emphasis  upon 
the  quantity  of  capital.  Central  to  Rostow’s  conception  was  the 
assumption  that  an  economy’s  “take-off”  upon  a  sustained  process 
of  growth  required  a  sharp  acceleration  in  the  annual  rate  of  net 
addition  to  capital  stock.  The  assumption  generated  both  theoretical 
interest  and  historical  research,  and  the  consequences  of  the  latter 
appear  to  have  been  devastating.  Most  notable  has  been  the  con¬ 
tribution  of  Simon  Kuznets.  In  his  examination  of  the  growth  ex¬ 
periences  of  a  dozen  countries  Kuznets  found  no  instance  in  which 
there  occurred  a  sudden  increase  in  net  investment  of  the  magni¬ 
tude  required  for  “take-off.”  Perhaps  largely  because  of  this  nega¬ 
tive  result,  problems  concerning  the  origins  and  diffusion  of 
qualitative  differences  in  the  form  of  the  capital  stock  appear  to  be 
moving  once  again  to  the  forefront  of  scholarly  interest.  “Once 
again,”  because  it  is  precisely  upon  the  importance  of  innovation 
that  the  late  Joseph  Schumpeter  concentrated  his  life  work,  as  is 
also  true  in  the  case  of  Abbot  Payson  Usher. 

It  is  easy  enough  to  list  the  major  mechanical  innovations  ap¬ 
pearing  in  nineteenth-century  transport,  industry,  and  agriculture, 
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but  the  history  of  American  technology  has  not  been  sufficiently 
explored  to  permit  us  to  know  why  they  were  adopted  when  and 
where  they  were  by  particular  firms  and  industries.  Some  scholars, 
for  example,  Irving  H.  Siegel,  maintain  that  “It  is  not  sufficient 
to  say  that  technological  change  is  an  ‘endogenous  variable’  and  that 
its  direction  is  ‘determined  by  economic  forces.’  ”  Others,  for 
example,  Douglass  C.  North,  prefer  to  emphasize  the  role  of  the 
market  in  selecting  potential  innovations  from  the  available  fund  of 
knowledge  and  invention.  Jacob  Schmookler  relates  the  influence 
of  the  market  to  the  process  of  invention  itself.  In  established  indus¬ 
tries,  at  least,  Schmookler  suggests,  “historical  shifts  in  inventive 
attention  appear  to  reflect  the  interplay  of  advancing  knowledge, 
which  opens  up  new  inventive  opportunities  for  exploitation,  and 
the  unfolding  of  economic  needs  and  opportunities  arising  out  of  a 
changing  social  order.”  Other  useful  insights,  as  we  shall  see,  have 
been  provided  by  H.  J.  Habakkuk  in  particular  and  by  W.  Paul 
Strassmann,  Nathan  Rosenberg,  and  Harold  F.  Williamson. 

The  most  careful  evaluation  of  American  manufacturing  progress 
prior  to  the  Civil  War  is  contained  in  the  reports  of  two  groups  of 
English  technicians  who  visited  the  United  States  in  the  1850’s. 
According  to  these  reports,  American  production  methods,  more 
highly  mechanized  and  standardized  than  those  of  the  English,  were 
employed  in  the  manufacture  of  products  ranging  from  “doors, 
furniture,  and  other  woodwork;  boots  and  shoes;  ploughs  and 
mowing  machines,  wood  screws,  files  and  nails;  biscuits;  locks, 
clocks,  small  arms,  nuts  and  bolts.”  In  Habakkuk’s  judgment,  the 
English  were  still  far  ahead  of  the  Americans  in  most  fields  of 
technology  at  this  date,  yet  the  “greater  degree  of  American 
mechanisation  in  a  number  of  industries  and  the  greater  stress  on 
standardisation  are  unexpected  enough  to  call  for  an  explanation.” 
Why,  he  asks  “should  mechanisation,  standardisation  and  mass- 
production  have  appeared  before  1850  and  to  an  extent  which 
surprised  reasonably  dispassionate  English  observers?” 

Habakkuk’s  own  answer  to  this  question  is  an  essentially  simple 
one.  The  factor-endowment  of  the  United  States  imparted  a  bias  in 
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favor  of  a  technology  that  employed  more  capital  per  unit  of  output 
than  labor.  Capital-intensive  techniques  were  often  cheaper:  labor, 
especially  unskilled  labor,  was  dear  and  its  supply  inelastic.  Such 
was  the  demand  for  unskilled  labor  in  relation  to  its  supply  that 
the  money  wage  for  adults  ranged  between  a  third  and  a  half 
higher  than  was  the  case  in  England.  For  varying  degrees  of  skilled 
labor  the  differential  was  much  less,  and  during  the  early  decades 
of  the  century  the  “premium  on  artisan  skills”  appears  to  have 
been  even  lower  in  America  than  in  England.  After  mid-century 
there  developed  a  much  greater  scarcity  of  skilled  than  of  unskilled 
labor.  Until  then,  an  American  manufacturer  wishing  to  increase 
his  output  of  goods  therefore  found  it  less  costly  to  do  so  by  methods 
which  emphasized  the  use  of  relatively  cheaper  skilled  labor.  He 
often  preferred  mechanization,  that  is  to  say,  because  the  manu¬ 
facture  and  use  of  capital-intensive  techniques  required  a  higher 
proportion  of  skilled  to  unskilled  labor  per  unit  of  output  than  did 
alternative  labor-intensive  techniques. 

In  addition,  the  kind  of  labor  that  was  relatively  most  dear 
“performed  the  simple,  unskilled  operations  which  were,  from 
a  technical  point  of  view,  most  easily  mechanised.”  An  increased 
demand  for  labor,  then,  raised  the  wages  of  skilled  labor  less  than 
the  wages  of  the  unskilled.  This  was  particularly  true  during  the 
boom  phase  of  the  business  cycle,  when  a  general  attempt  was 
being  made  to  expand  capacity.  It  was  then  that  the  scarcity  and 
relatively  higher  wage-cost  of  unskilled  labor  was  most  likely  to 
emerge,  such  was  the  demand  in  a  developing  country  for  the  use 
of  general  labor  in  road,  canal,  railroad,  and  other  overhead  con¬ 
struction.  Boom  periods,  therefore,  witnessed  the  most  rapid 
progress  toward  mechanization. 

Two  main  factors  account  for  the  scarcity  of  unskilled  labor. 
Prior  to  the  1840’s  immigration  contributed  relatively  small  in¬ 
creases  to  the  supply.  And  the  existence  of  abundant  land  siphoned 
off  potential  increments  from  sources  within  the  nation.  This  is 
not  to  maintain  that  industrial  workers  quit  the  cities  for  the  country¬ 
side,  although  at  one  point  in  his  argument  Habakkuk  does  imply 
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they  might  do  so.  In  general,  however,  he  does  not  adopt  the  frontier 
hypothesis  of  Frederick  Jackson  Turner.  Instead,  he  relies  upon 
the  modification  given  that  hypothesis  by  Carter  Goodrich  and  Sol 
Davison,  a  modification  which  holds  that  “the  abundance  of  western 
land  drew  away  many  thousands  of  potential  wage  earners  (from 
the  hill  towns  of  New  England  and  from  the  exhausted  farms  of 
New  York  and  Pennsylvania)  who  might  otherwise  have  crowded 
into  the  factories.”  Not  only  was  land  abundant,  it  was  also 
accessible.  What  made  it  so  was  the  national  government’s  increas¬ 
ingly  liberal  policy  of  land  disposal,  together  with  the  fact  that, 
until  the  1850’s,  the  costs  of  farm-making  were  relatively  low. 
In  sum,  the  resulting  movement  onto  the  land  of  potential  wage 
earners,  in  combination  with  the  small  amount  of  immigration, 
provided  an  important  support  for  the  wage  levels  of  the  industrially 
unskilled. 

The  main  support  came  from  the  high  productivity  per  capita 
in  agriculture,  and  it  is  upon  this  that  Habakkuk  places  his  empha¬ 
sis.  He  holds  output  per  man  in  agriculture  to  have  been  high  for 
a  number  of  reasons.  Not  only  was  land  abundant,  accessible, 
and  fertile,  but  because  the  cultivator  was  often  the  owner  and 
his  family  supplied  the  labor,  the  advantage  of  the  high  output 
accrued  to  the  cultivator.  His  income  included  an  element  of  rent, 
of  agricultural  profits,  and  of  wages.  In  addition,  numerous  frontier 
farmers  enjoyed  windfall  gains  in  the  form  of  an  unearned  incre¬ 
ment  as  population  movements  raised  the  value  of  their  lands. 
Indeed,  “For  the  farmer  on  the  moving  frontier  the  annual  income 
from  the  farm  was  probably  less  important  than  this  deferred 
return  on  his  capital  and  effort.” 

The  high  returns  in  agriculture  made  possible  by  these  various 
contributions  provided  a  floor  for  real  wages  in  manufacturing,  a 
minimum  beneath  which  they  could  not  fall.  And  high  real  wage 
costs,  in  turn,  gave  manufacturers  an  incentive  to  replace  labor  by 
machines.  Although  this  raised  capital  costs  per  unit  of  output, 
Habakkuk  points  out  that  subsequent  reductions  in  these  costs 
were  made  possible  by  running  the  machines  hard  and  fast,  by 
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incorporating  later  capital  improvements,  and  possibly  by  reinvest¬ 
ing  large  proportions  of  profits  that  were  maintained  at  high 
average  rates  by  imperfections  in  product  and  labor  markets. 

However,  the  effects  on  wages  and  profits  of  the  absence  of 
well-organized  labor  markets  cannot  be  known  with  any  degree  of 
confidence.  “To  measure  real  wage  trends  in  the  first  half  of  the 
nineteenth  century,”  Stanley  Lebergott  has  recently  acknowledged, 
“is  probably  impossible.”  Wage  data  are  far  too  few,  scattered, 
imprecise,  and  incomparable  to  warrant  regarding  estimates  as 
anything  more  than  “careful  guesswork.”  Lebergott’s  own  careful 
guess  is  that  real  nonfarm  wages  showed  hardly  any  rise  in  the 
antebellum  period.  “Instead  of  the  closely  proportional  change  that 
exists  between  wage  rates  and  upward  productivity  trends  in  today’s 
more  highly  organized  labor  markets  these  early  records  do  not 
suggest  wages  gaining  in  proportion  to  productivity.”  If  this  is  true 
it  would  tend  to  support  Habakkuk’s  emphasis  on  the  contribution 
of  imperfect  labor  markets  to  the  maintenance  of  high  average 
profits,  for  that  imperfection  meant  that,  up  to  a  certain  point,  the 
manufacturer  “could  exploit  his  labour.”  If  so,  this  squeezing  of 
labor  may  have  contributed  to  capital  formation.  But  we  do  not 
know  the  fact  of  the  matter.  Commenting  on  Lebergott’s  tentative 
conclusion,  Albert  Rees  finds  it  “hard  to  believe  for  a  period  [1800— 
1880]  that  saw  the  full  transition  from  handicrafts  to  large-scale 
industry.” 

The  expansion  of  production  by  means  of  machinery  rather  than 
by  labor  exerted  a  very  important  influence  on  technological 
progress.  It  was  precisely  the  more  capital-intensive  of  the  existing 
range  of  techniques  that  had  the  greatest  possibilities  of  technical 
advance.  Once  installed,  machines  permitted  an  accumulation  of 
experience  in  their  operation  and  the  making  of  minor  modifica¬ 
tions  and  adjustments  that  enhanced  their  efficiency.  Accumulating 
knowledge  and  skill  also  made  it  easier  to  solve  technical  problems 
and  “sense  out  the  points  where  the  potentialities  of  further  tech¬ 
nical  progress  were  brightest.”  Furthermore,  the  same  considera¬ 
tions  that  warranted  the  adoption  of  such  techniques  in  the  first  place 
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might  also  justify  a  replacement  of  existing  equipment  by  improved 
kinds.  Old  equipment  made  poor  use  of  scarce  labor.  Habakkuk 
also  argues  that  the  preoccupation  of  manufacturers  with  the 
problem  of  labor  scarcity,  together  with  their  use  of  accounting 
methods  that  were  too  primitive  to  inform  them  concerning  the 
proper  components  of  capital  costs,  led  them  to  slight  the  question 
whether  the  new  equipment  might  not  reduce  their  return  on 
capital.  To  these  considerations  should  be  added  Strassmann’s 
point  that  machinery  in  some  industries,  for  example,  textiles  be¬ 
fore  1835,  was  wooden  rather  than  metallic  and  hence  inexpensive. 
The  notable  willingness  to  scrap  extant  machinery  for  new,  a  will¬ 
ingness  that  did  much  to  keep  manufacturers  abreast  of  the  latest 
techniques,  tended  to  give  way  to  greater  caution  once  the  cost  of 
capital  goods  decisively  rose. 

Certainly  before  then,  however,  and  to  some  extent  afterwards, 
the  zeal  for  the  new  is  impressive.  After  a  stay  in  America,  Fried¬ 
rich  List  wrote  in  the  1820’s:  “Everything  new  is  quickly  introduced 
here,  and  all  the  latest  inventions.  There  is  no  clinging  to  old  ways, 
the  moment  an  American  hears  the  word  ‘invention’  he  pricks 
up  his  ears.”  Writing  in  the  1830’s  about  the  cotton  textile  indus¬ 
try,  J.  Montgomery  observed  that  although  the  number  of  inven¬ 
tions  originating  in  the  United  States  was  not  high  compared  with 
those  that  came  from  Britain,  “the  common  stock  of  inventions 
was  very  rapidly  integrated  into  the  American  economy.”  The  at¬ 
titude  of  industrial  labor  toward  innovation  made  it  easy  not  only  to 
introduce  new  machinery  and  improve  it,  but  also  to  adopt  adminis¬ 
trative  methods  designed  to  economize  the  use  of  labor.  Because  of 
the  scarcity  of  labor,  the  introduction  of  new  machines  and  tech¬ 
niques  did  not  threaten  the  jobs  of  workers;  without  displacing 
anyone,  they  increased  labor  productivity  and  possibly  brought 
some  increase  in  wages.  Numerous  changes  in  production  methods 
originated  in  the  ingenuity  of  working  men  themselves. 

Habakkuk  believes  the  principal  effect  of  labor  scarcity  in  the 
early  decades  of  the  nineteenth  century  was  “probably  to  induce 
American  manufacturers  to  adopt  labour-saving  methods  invented 


THE  PRIVATE  SECTOR 


[167 

in  other  countries  earlier  and  more  extensively  than  they  were 
adopted  in  their  country  of  origin.”  It  is  true  that  the  English  ban 
on  the  export  of  machinery  was  not  raised  until  1843,  but  in 
practice  the  prohibition  had  earlier  been  relaxed  by  issuances  of 
special  licenses  or  by  smuggling.  By  the  end  of  the  1 820’s  there  was 
a  substantial  export  from  England  of  machines  made  by  cheaper 
British  labor,  and  the  removal  of  the  prohibition  imparted  a  still 
greater  incentive  to  adopt  capital-intensive  techniques.  Yet  even 
in  the  late  eighteenth  and  early  nineteenth  centuries  a  number  of 
important  inventions  by  Americans  themselves  were  directly  in¬ 
duced  by  the  search  for  labor-saving  methods.  For  example,  Oliver 
Evans’s  milling  machinery  introduced  an  early  form  of  production 
line  and  halved  the  labor  required.  A  number  of  nail-making 
machines  were  also  invented  prior  to  1800. 

By  the  1820’s  and  1830’s  pressures  were  developing  in  a  num¬ 
ber  of  fields  to  invent  new  techniques.  Except  for  carding  and 
drawing,  Americans  during  the  decade  1814-24  radically  improved 
all  the  processes  involved  in  cotton  manufacturing,  and  the  most 
important  of  the  adaptations  and  inventions — the  ring  spindle,  the 
Goulding  automatic  roving  machine,  the  self-acting  temple,  and 
various  self-stopping  devices  in  case  of  breakage — were  “in  large 
measure  due  to  the  dearness  and  instability  of  the  available  labour.” 
The  mechanization  of  weaving  proceeded  rapidly  after  Francis 
Cabot  Lowell  designed  his  power  loom  in  1813.  The  power  loom 
was  rapidly  adapted  to  the  weaving  of  woolens  and  worsteds,  and  in 
these  industries  Americans  also  made  important  advances  in  carding 
and  in  the  finishing  processes.  Viewing  the  progress  of  technology 
throughout  the  economy  generally,  the  Commissioner  of  Patents 
observed  in  1843:  “The  advancement  of  the  arts,  from  year  to 
year,  taxes  our  credulity,  and  seems  to  presage  the  arrival  of  that 
period  when  human  improvement  must  end.” 

Habakkuk  emphasizes  that  the  fields  in  which  the  effect  of 
labor  conditions  on  technique  had  “the  most  important  long-term 
consequences”  were  those  to  which  it  was  possible  to  manufacture 
goods  by  the  method  of  interchangeable  parts.  The  independent 
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contributions  made  to  the  development  of  this  method  by  Eli 
Whitney  and  Simeon  North  are  well  known,  as  is  the  importance 
of  the  assisstance  given  by  government  contracts  in  the  small-arms 
industry,  to  which  field  the  method  was  first  applied.  Before  the 
Civil  War  the  technique  was  being  used  for  the  manufacture  of 
wood-screws,  woodworking,  nuts,  bolts,  locks,  clocks,  watches, 
agricultural  machinery,  footwear,  typewriters,  and  sewing  machines. 
According  to  Williamson,  manufacturing  by  interchangeable  parts, 
together  with  the  use  of  assembly  line  techniques,  was  the  principal 
mark  of  distinction  between  American  mass-production  methods 
and  those  of  most  other  countries,  including  Great  Britain.  The 
beginnings  of  the  assembly  line  date  from  Oliver  Evans’s  introduc¬ 
tion  of  the  principle  of  a  continuous  process  of  production  in  a 
flour  mill  which  he  built  in  1782.  The  importance  of  labor  scarcity 
in  inducing  the  principle  is  clearly  to  be  seen  from  Evans’s  state¬ 
ment  that  he  was  prompted  “to  study  how  I  could  make  the  mill 
exceed  all  others.  I  first  conceived  the  grand  design  of  applying  the 
power  that  drives  the  millstones  to  perform  all  the  operations 
which  were  hitherto  effected  by  manual  labor.”  By  the  1850’s 
Cryus  F.  McCormick  was  employing  both  techniques  in  his  Chicago 
reaper  factory. 

The  nature  of  one  of  the  driving  forces  behind  the  spreading 
use  of  new  machines  and  techniques  is  clearly  visible.  Successful 
application  to  one  field  stimulated  their  adoption  elsewhere.  “Their 
success  inspired  imitators,  and  shaped  entrepreneurial  attitudes 
towards  the  most  likely  lines  of  development.”  Furthermore,  the 
penalties  for  not  adopting  capital-intensive  techniques  increased 
as  communications  improved  and  as  labor  and  product  markets 
became  less  imperfect.  “If  some  manufacturers  expanded  output 
by  adopting  capital-intensive  methods  and  in  so  doing  raised  the 
labour-costs  of  their  competitors,  those  who  did  not  expand,  and 
still  more  those  who  expanded  with  inappropriate  equipment, 
became  high  cost  producers  and  lost  their  share  of  the  market.” 
To  an  increasing  extent,  industrial  competition  replaced  the  role 
that  high  agricultural  earnings  had  previously  played  in  inducing 
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the  adoption  of  capital-intensive  techniques.  For  in  the  1850’s,  as 
Clarence  H.  Danhof  has  shown,  it  was  less  possible  than  in  earlier 
decades  to  meet  the  costs  of  farm-making  on  the  frontier — and  in 
the  Northwest  generally — by  the  labor  and  sacrifice  of  the  farmer 
and  his  family. 

Recent  work  by  Nathan  Rosenberg  makes  it  clear  that  one 
additional  stimulus  to  technological  progress  is  deserving  of  special 
emphasis.  The  more  manufacturers  mechanized,  the  wider  the 
market  for  the  machine-making  industry.  In  the  early  part  of  the 
century,  makers  of  machines  did  not  exist  as  a  separate  industry. 
Manufacturers  of  various  end  products  mainly  made  their  own 
machines.  With  increased  mechanization,  machine-making  shops 
emerged  as  adjuncts  to  end-product  factories,  appearing  first  in  the 
New  England  textile  industry.  These  shops  also  made  their  own 
lathes,  planers,  and  other  machine  tools,  although  some  were  im¬ 
ported  from  England.  As  the  market  for  machines  widened,  a 
machine  shop  often  undertook  to  produce  several  different  types  of 
machines,  but  after  1840  there  occurred  a  high  degree  of  specializa¬ 
tion  in  their  manufacture.  According  to  Jonathan  T.  Lincoln,  “With 
the  wide  extension  of  the  railroads,  locomotive-building  became 
an  important  industry,  too  big  to  share  quarters  with  spinning- 
frames  and  looms;  and  gradually  the  skill  acquired  in  the  building 
of  machinery  for  the  early  factories  was  passed  on  and  permeated 
the  manufacture  of  machinery  for  many  industries,  in  shops  estab¬ 
lished  for  these  specific  purposes.”  By  the  1850’s  visiting  English 
technicians  could  observe  that  “in  the  adaptation  of  special  ap¬ 
paratus  to  a  single  operation  in  almost  all  branches  of  industry, 
the  Americans  display  an  amount  of  ingenuity,  combined  with 
undaunted  energy,  which  as  a  nation  we  should  do  well  to  imitate.” 
Particularly  in  woodworking  and  small-arms,  Americans  had 
developed  machine  tools  more  specialized  than  those  available 
in  England.  And  the  1850’s  and  1860’s  witnessed  the  rapid  emer¬ 
gence  of  firms  making  highly  specialized  machine  tools. 

There  thus  emerged  during  the  forty  years  before  the  Civil  War 
an  important  capital  goods  sector  of  the  economy  which  increas- 
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ingly  specialized  in  the  production  of  producers’  durables — 
machines  and  machine  tools.  This  new  sector  not  only  responded 
to  increasing  demand  for  its  products  by  becoming  more  and  more 
specialized.  It  had  itself  every  incentive  to  widen  its  market  by 
adopting  labor-saving  improvements  in  manufacturing  techniques 
which  would  enable  it  to  provide  machines  as  cheaply  as  possible. 
In  consequence,  the  durable  goods  industry  itself  became  a  main 
source  of  technological  innovation  that  permitted  capital  saving 
for  the  economy  as  a  whole.  Furthermore,  the  machine  shops  be¬ 
came  important  training  schools  for  numerous  machinists.  Espe¬ 
cially  important  was  the  independent  machine  shop  opened  in  1810 
in  Pawtucket,  Rhode  Island,  by  David  Wilkinson,  a  brother-in-law 
of  Samuel  Slater.  According  to  Lincoln,  all  the  textile-machine 
companies  founded  in  the  first  half  of  the  nineteenth  century,  with 
“one  or  two  notable  exceptions,”  owed  their  origins  to  the  skill 
imparted  by  Wilkinson. 

The  insight  of  Rosenberg  enables  us  to  see  that  the  acquisition 
and  diffusion  of  specialized  technical  knowledge,  a  process  of 
vital  importance  to  an  industrializing  economy,  owed  much  to  a 
phenomenon  which  he  usefully  describes  as  one  of  “technological 
convergence.”  The  technical  processes  involved  in  the  manufacture 
of  machinery  were  common  to  many  industries  rather  than  unique 
within  each  of  them.  What  gave  these  processes  their  common 
character  was  the  basic  fact  that  industrialization  in  the  nineteenth 
century  involved  the  growing  adoption  of  a  metal-using  technology 
employing  decentralized  sources  of  power: 

The  use  of  machinery  in  the  cutting  of  metal  into  precise  shapes  in¬ 
volves,  to  begin  with,  a  relatively  small  number  of  operations  (and 
therefore  machine  types) :  turning,  boring,  drilling,  milling,  planing, 
grinding,  polishing,  etc.  Moreover,  all  machines  performing  such  oper¬ 
ations  confront  a  similar  collection  of  technical  problems,  dealing  with 
such  matters  as  power  transmission  (gearing,  belting,  shafting),  con¬ 
trol  devices,  feed  mechanisms,  friction  reduction,  and  a  broad  array 
of  problems  connected  with  the  properties  of  metals  (such  as  ability 
to  withstand  stresses  and  heat  resistance) .  It  is  because  these  processes 
and  problems  became  common  to  the  production  of  a  wide  range  of 
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disparate  commodities  that  industries  which  were  apparently  unrelated 
from  the  point  of  view  of  the  nature  and  uses  of  the  final  product 
became  very  closely  related  (technologically  convergent)  on  a  techno¬ 
logical  basis — for  example,  firearms,  sewing  machines,  and  bicycles.3 

This  emphasis  on  the  machine  tool  industry  as  “a  key  transmission 
center  for  expertise  in  the  making  and  use  of  machinery”  (Strass- 
mann)  and  upon  the  diffusion  of  knowledge  as  a  prerequisite  of 
industrialization,  adds  significantly  to  our  understanding  of  the 
basic  forces  at  work  in  that  process. 

There  is  one  additional  “force,”  however,  that  it  would  be  well 
to  include.  The  foregoing  discussion  has  concentrated  on  techno¬ 
logical  progress  as  a  by-product  of  efforts  to  check  or  compensate 
for  high-wage  costs  in  an  economy  marked  by  scarce  labor  and 
abundant  land.  It  has  been  concerned  with  the  consequences  of 
the  need  to  “economize,”  and  in  this  sense  it  has  concerned  “eco¬ 
nomics.”  It  ought  also  to  have  concerned  business.  Habakkuk’s 
analysis  insufficiently  emphasizes  the  importance  of  prospective 
gains  from  widening  markets.  It  was  not  alone  the  need  to  cut  unit 
production  costs  that  stimulated  the  search  for  labor-saving  tech¬ 
niques.  It  was  as  well,  and  perhaps  even  more  importantly,  the 
need  to  increase  output  in  order  to  profit  from  cyclically  rising 
product  prices.  Granted  that  labor  scarcity  dictated  the  capital- 
intensive  form  which  the  effort  to  do  so  would  often  take.  It  is 
yet  questionable  that  the  push  of  costs  availed  as  much  as  the  pull 
of  prospective  profits.  Both  elements  were,  of  course,  pertinent, 
and  Habakkuk  does  not  fail  to  note  their  presence.  What  is  at 
question  is  the  distribution  of  emphasis. 

Habakkuk  does  emphasize  an  aspect  of  the  market  that  facili¬ 
tated  mechanization,  namely,  its  homogeneity.  “American  demand 
was  for  uniform  standardised  types  of  product,”  and  for  relatively 
low-quality  goods.  Both  of  these  facets  of  demand  were  favorable 
to  mechanization.  Broadly  speaking,  machinery  could  most  easily 
be  devised  for  products  made  in  large  quantities  to  a  single  pattern. 

3  Nathan  Rosenberg,  “Technological  Change  in  the  Machine  Tool  In¬ 
dustry,  1840-1910,”  Journal  of  Economic  History,  XXIII  (Dec.  1963),  423. 
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As  for  quality,  Habakkuk  notes  that  many  of  the  new  textile 
methods,  when  first  introduced,  were  “too  clumsy  to  be  suitable 
for  anything  except  coarse  products.”  Standardization,  furthermore, 
“could  be  applied  not  only  to  final  products  but  to  the  machines 
which  produced  them.”  This  demand  for  standardized  goods  is 
attributed  to  the  income  effects  of  the  country’s  factor-endowment. 
“The  high  price  of  labour,  and  the  abundance  of  land  and  the  rela¬ 
tive  equality  in  its  distribution  ensured  that  a  higher  proportion 
of  income  than  in  England  went  to  the  middle-income  groups  who 
demanded  the  type  of  good  which  lent  themselves  to  mechanisa¬ 
tion.”  The  cheapness  of  food,  Habakkuk  adds,  “ensured  a  high 
per  capita  demand  for  industrial  goods.” 

An  increasing  demand  for  foods  and  raw  materials  made  possible 
by  the  growth  of  cities  and  incomes  per  capita,  improved  transport, 
and  foreign  markets  placed  agriculture  under  the  same  compulsion 
faced  by  industry  to  increase  output  with  limited  labor  supplies. 
The  farm  family  with  its  many  children  was  the  first  source  of 
labor.  Trained  early  to  do  the  milking,  haying,  plowing,  planting, 
and  hauling,  farm  children  learned  care  in  the  handling  of  equip¬ 
ment  and  livestock.  That  hired  men,  in  contrast,  should  have  been 
a  source  of  almost  universal  complaint  is  hardly  surprising  in 
view  of  the  impermanency  of  status  of  many  of  them  in  a  country 
rich  in  land.  Many  were  Scandinavian  and  German  immigrants 
working  as  farm  labor  or  on  construction  jobs  only  until  they 
could  raise  sufficient  funds  to  start  farming  on  their  own.  Others 
were  drifters  moving  from  one  temporary  job  to  another — haying, 
harvesting,  or  picking  apples  and  hops — men  without  ambition, 
irresponsible,  and  careless  in  the  use  of  equipment.  The  free  farmers 
of  the  northern  states,  nevertheless,  employed  a  surprising  number 
of  laborers,  either  for  special  tasks  like  butchering,  for  the  summer 
months,  or  at  most  as  a  rule  for  six  months  out  of  the  year.  Paul 
W.  Gates  estimates  that  in  1860  there  was  one  farm  laborer  or 
tenant  for  every  two  farms.  But  because  of  the  high  cost  of  labor 
and  the  uncertainty  of  retaining  it,  the  farmer  was  ready  to  “adopt 
such  laborsaving  devices  as  were  available  and  practicable,  provided 


THE  PRIVATE  SECTOR  [173 

that  in  doing  so  he  could  reduce  his  overhead  costs  and  at  the 
same  time  market  a  greater  volume  of  goods.” 

The  extent  to  which  in  fact  he  did  so  is  at  present  uncertain. 
There  appears  to  be  little  or  no  uncertainty  about  the  southern 
planter,  however.  “With  a  plantation  system  containing  great 
stretches  of  undeveloped  land,  a  wide  and  thinly  scattered  rural 
population,  low  land  values,  and  slave  labor  which  had  no  incentive 
to  use  tools  and  draft  animals  carefully,  the  South,”  according  to 
Gates,  “did  not  feel  the  same  necessity  to  make  labor  more  produc¬ 
tive  through  the  use  of  machines.”  Gates  believes  the  planters 
“were  not  entirely  aware  of  the  cost  to  them  of  the  labor  supply 
they  used  so  prodigally  in  the  production  of  staples  and  in  less 
economic  enterprises,”  and  points  out  that  early  nineteenth-century 
improvements  in  tillage  and  harvesting  machines  did  not  affect 
in  any  important  way  the  growing  of  cotton,  tobacco,  sugar  cane,  or 
rice.  But  while  field  work  was  done  with  antiquated  implements, 
new  machinery  did  improve  techniques  for  processing  and  marketing 
crops.  By  the  1830’s,  for  example,  the  great  plantations  were  in¬ 
troducing  steam  to  power  large  machines  used  in  the  ginning  of 
cotton  and  were  using  heavy  horse-  or  mule-drawn  screw  presses 
for  baling  it.  Mechanization  of  extractive  and  manufacturing 
processes  on  the  great  sugar  plantations  of  Louisiana  was  notable 
as  early  as  the  1 820’s. 

The  uncertainty  concerning  the  progress  of  agricultural  tech¬ 
nology  is  applicable  in  the  main  to  owner-cultivated  farms.  On  the 
one  hand  there  is  the  view  of  Habakkuk.  “That  shortage  of  labour 
and  abundance  of  land  had  always  provided  an  incentive  to 
mechanise  American  agriculture,”  he  writes,  “is  obvious.”  It  was 
certainly  not  obvious  to  Congressman  Porter  of  New  York,  whose 
views  concerning  the  effects  of  the  lack  of  markets  upon  the 
incentives  of  western  farmers  in  1810  have  been  previously  noted. 
But  quibble-quoting  is  the  ready  refuge  of  inexact  knowledge,  and 
Habakkuk  can  cite  the  authority  of  the  English  visitor  W.  Cobbett 
in  support  of  his  view  that  as  early  as  1818  the  American  farmer 
not  only  cooperated  with  superior  natural  resources  but  had  superior 
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equipment.  Certainly  in  that  year  Cobbett  seems  to  have  suggested 
that  the  high  productivity  of  American  agricultural  labor  was  “in 
some  measure  due  to  the  fact  that  its  operations  were  more  ef¬ 
ficiently  organised,”  and  in  1835  Richard  Cobden  commented  that 
the  agricultural  implements  of  New  England  exhibited  “remarkable 
evidence  of  ingenuity  .  .  .  for  aiding  and  abridging  human  as  well 
as  brute  labor.”  Habakkuk  explains  in  the  following  terms  why 
American  agricultural  methods  should  have  become  more  mech¬ 
anized  than  those  of  Great  Britain:  “With  abundant  land  and  scarce 
labor  the  marginal  product  of  an  agricultural  machine  was  obviously 
greater  on  the  plains  of  Ohio  than  on  the  fields  of  the  English 
Midlands;  in  the  U.S.A.  the  machine  enabled  land  to  be  cultivated 
which  would  otherwise  not  have  been  cultivated  at  all.”  On  the 
other  hand,  P.  W.  Bidwell  and  J.  I.  Falconer  believe  that  “The 
first  four  decades  of  the  nineteenth  century  were  characterized  by 
important  beginnings  in  agricultural  progress,  rather  than  by  strik¬ 
ing  or  revolutionary  accomplishments.  It  was  a  period  of  prepara¬ 
tion  both  in  the  technical  and  in  the  business  side  of  farming — 
preparation  for  subsequent  progress  and  expansion.”  Which  of 
these  views  is  more  probably  correct?  Is  it  likely  or  is  it  not  that 
technological  improvement  increased  agricultural  productivity  be¬ 
fore  mid-century? 

Marvin  W.  Towne  and  Wayne  D.  Rasmussen  agree  with  Bidwell 
and  Falconer.  “Research,  experiment,  and  education,”  they  write, 
“precede  the  benefits  of  technological  innovation.  Evidence  suggests 
that  an  increase  in  the  application  of  technology  to  agriculture  be¬ 
gan  in  the  early  part  of  the  nineteenth  century  but  that  it  did  not 
cause  a  significant  increase  in  productivity  until  the  middle  of  the 
century.”  While  many  implements  and  machines  were  being  de¬ 
veloped  during  this  period,  for  example,  Jethro  Wood’s  iron  plow 
(1819),  steel  plows  adapted  to  tough  prairie  soils  (1830’s),  harrows 
and  seed  drills  ( 1 840’s)  and  corn  planters  (1850’s),  “relatively  few 
were  manufactured  and  sold  commercially.”  “No  substantial  rise 
in  demand  for  grain  products  had  occurred,  and  farmers  generally 
felt  no  strong  incentive  to  buy  machines  that  would  increase  out- 
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put.”  Besides,  there  was  a  “general  resistance  to  the  adoption  of  new 
ideas,”  and  this  required  time  and  educational  effort  to  overcome. 

Presumably,  resistance  confronted  improved  techniques  for  both 
extensive  and  intensive  farming.  Not  only  did  farmers  lack  a  strong 
incentive  to  buy  machines  that  would  increase  labor  productivity. 
Resistance  also  confronted  improved  techniques  for  increasing 
yields  per  acre.  Towne  and  Rasmussen  do  not  deny  that  some  men 
were  carrying  on  agricultural  experiments.  Such  learned  farmers  as 
Jefferson,  Washington,  and  Henry  Laurens  engaged  in  agricultural 
research,  as  did  Samuel  Deane,  Elkanah  Watson,  John  Bordley  and 
other  experimental  agriculturalists,  not  to  mention  such  business¬ 
men  as  Robert  Oliver  of  Baltimore  and  Nicholas  Biddle  of 
Philadelphia.  Their  influence  on  ordinary  farmers,  however,  as  was 
the  case  with  state  and  local  agricultural  societies  formed  during 
and  after  the  1780’s,  seems  to  have  been  slight.  The  latter,  says 
Russel  B.  Nye,  “were  far  more  successful  in  gathering  scientific 
material  than  in  disseminating  it.”  Almanacs  remained  the  most 
effective  medium  for  transmitting  the  results  of  research  to  the 
average  farmer,  although  almanac  makers  were  not  always  fully 
aware  of  the  latest  and  most  accurate  information.  The  first  farm 
journal  was  published  in  1810,  local  fairs  began  about  the  same 
time,  state  agencies  to  promote  better  agriculture  began  with  the 
New  York  Board  of  Agriculture  in  1819,  and  in  1839,  $1,000  was 
appropriated  to  the  Patent  Office  for  agricultural  work.  Un¬ 
doubtedly,  George  Washington  identified  the  most  important 
obstacle  to  the  progress  of  agricultural  improvement  when  he  told 
Arthur  Young:  “The  English  farmer  ought  to  have  a  horrid  idea  of 
the  state  of  our  agriculture  or  of  the  nature  of  our  soil,  when  he  is 
informed  that  one  acre  with  us  only  produced  eight  or  ten  bushels. 
But  it  must  be  kept  in  mind,  that  where  land  is  cheap  and  labour 
dear  men  are  fonder  of  cultivating  much  than  cultivating  well.” 

Real  farm  gross  output  increased  considerably  during  the  1850’s, 
and  in  the  decade  1855-65  the  annual  rate  of  real  investment  in 
implements  and  farm  machinery  rose  to  $23,000,000  (in  1910-14 
dollars),  more  than  double  that  of  the  preceding  decade.  By  the 
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1850’s,  resistance  to  innovation  had  been  overcome,  foreign  and 
domestic  markets  had  widened  and  transport  improved,  and  the 
United  States  stood  on  the  threshold  of  what  Towne  and  Rasmussen 
call  our  “first  agricultural  revolution.”  What  made  for  “revolution” 
was  the  rapidity  of  change  from  manpower  to  horsepower.  By  1860, 
for  example,  every  stage  in  the  growing  of  grain  was  amenable 
to  the  use  of  horse-drawn  machines. 

That  the  technological  contribution  to  increased  agricultural 
productivity  was  greater  after  mid-century  than  before  seems  clear. 
Yet  while  the  general  question  of  the  extent  and  sources  of  pre- 
Civil  War  agricultural  productivity  must  await  the  results  of  the 
work  currently  being  done  by  William  N.  Parker,  there  is  some 
reason  to  believe  that  Towne  and  Rasmussen  have  underemphasized 
the  importance  of  technological  innovation  in  the  earlier  decades. 
For  one  thing,  they  not  only  overlook  earlier  influences  of  urbaniza¬ 
tion  and  improved  transport  upon  the  demand  for  agricultural 
products  but  also  underestimate  the  contribution  to  rising  produc¬ 
tivity  made  by  the  iron  plow  (1819).  According  to  Gates,  the 
cast-iron  plow  with  replaceable  parts  “early  became  the  most  widely 
used  plow  in  the  Northeast,”  and  by  1850,  200  different  patterns 
and  types  were  being  manufactured.  Worcester,  Massachusetts  was 
turning  out  1,000  plows  a  year  as  early  as  1830  and  Pittsburgh  in 
that  year  could  boast  a  steam  factory  with  a  capacity  of  100  per  day. 
The  iron  plow,  Clarence  H.  Danhof  points  out,  “reduced  the  labor 
required  in  plowing  by  about  half  with  a  consequent  tendency  to¬ 
ward  increased  acreage  tilled  per  man.”  Similar  changes  occurred 
in  the  methods  employed  in  cultivating  cotton  and  com,  he  adds, 
“while  the  displacement  of  the  scythe  by  the  cradle  in  harvesting 
small  grain  was  similarly  important.” 

One  might  also  mention  the  somewhat  earlier  importance  of  such 
other  agricultural  implements  as  John  Deere’s  plows,  which,  with 
their  highly  polished  wrought-iron  moldboards  and  steel  shares, 
made  possible  the  great  grain  farms  of  the  Middle  West  by  “scour¬ 
ing”  cleanly  the  sticky  prairie  soil  of  that  region.  At  work  on  the 
plow  in  1837,  Deere  was  turning  out  10,000  a  year  by  1857.  By 
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1851,  Cyrus  McCormick  was  making  1,000  mechanical  reapers  a 
year  in  his  Chicago  factory.  The  contribution  of  the  reaper  to 
labor  productivity  may  be  seen  in  the  following  estimate  by  Leo 
Rogin:  a  man  with  a  sickle  could  cut  one  half  to  three-quarters  of 
an  acre  of  wheat  in  a  day,  with  a  cradle  he  could  cut  two  to  three 
acres  a  day,  and  with  a  self-rake  reaper  he  could  cut  ten  to  twelve 
acres  a  day.  Gates  judges  the  effect  of  the  adoption  of  the  reaper 
upon  the  agriculture  of  the  Northwest  to  have  been  “tremendous.” 
Farmers  turned  from  com  to  wheat,  and  wheat  acreage  more  than 
doubled.  “A  major  wheat-producing  center  came  into  existence 
in  northern  Illinois  and  southern  Wisconsin.”  In  the  years  1849-57, 
eleven  counties  in  northern  Illinois  purchased  approximately  one- 
fourth  of  the  total  number  of  McCormick  reapers  sold. 

Factory-made  implements  like  plows,  mowers,  harrows, 
threshers,  and  reapers  found  new  and  wider  markets  when  the 
extension  of  canals  and  railroads  made  it  possible  to  ship  them 
into  regions  previously  cut  off  from  main  lines  of  communication. 
But  even  if  the  complete  statistical  record  of  production  and 
shipment  were  available,  it  would  miss  what  may  be  an  important 
part  of  the  story  of  agricultural  technology  in  the  pre-Civil  War 
years.  Not  only  did  farmers  themselves  rough-hew  plows,  cultiva¬ 
tors,  harrows,  and  wooden  implements  of  many  other  kinds,  but 
local  blacksmiths  were  available  to  put  a  piece  of  iron  on  their  plow 
shares,  iron  tines  on  their  forks,  and  iron  spikes  on  their  harrows. 
Although  surviving  records  are  too  few  for  quantitative  estimates, 
crossroads  ingenuity  may  have  made  a  considerable  contribution  to 
agricultural  productivity. 


VIII 


The  Social  and  Cultural 
Dimension 


Education 

Capital  consists  of  current  resources  that  are  devoted  to  future 
output  instead  of  present  consumption,  and  it  is  apparent  on  the 
face  of  it  that  the  formation  of  capital,  and  constant  improvement 
-.in  its  quality,  are  requisite  to  higher  levels  of  future  growth.  But 
capital  is  not  only  physical  in  character  but  human  as  well,  and  the 
constant  improvement  in  its  quality  by  means  of  education  and 
training,  and  often  by  measures  to  improve  motivation  and  health, 
is  also  requisite  to  growth.  Throughout  most  of  human  history  the 
available  body  of  knowledge  has  been  the  preserve  of  the  few.  In 
the  modern  world  it  is  seen  with  increasing  clarity  that  economic 
growth  requires  the  widest  possible  diffusion  of  knowledge  among 
the  people.  For  example,  a  United  Nations  group  recently  con¬ 
cluded  that  “most  underdeveloped  countries  are  in  a  situation  that 
investment  in  people  is  likely  to  prove  as  productive,  in  the  purely 
material  sense,  as  any  investment  in  material  resources.”  Invest¬ 
ment  in  education  and  training  can  increase  both  geographical  and 
occupational  mobility  by  enabling  labor  to  move  from  unskilled 
to  more  skilled  work,  and  can  also  facilitate  innovation  and  raise 
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productivity.  In  his  recent  study  of  the  sources  of  economic  growth 
in  the  United  States  in  the  twentieth  century,  Edward  F.  Denison 
suggests  that  after  1929  a  rising  level  of  education  contributed  more 
than  any  other  source  to  the  rise  in  output  per  person  employed. 

One  difficult  problem  in  estimating  the  influence  of  education  in 
earlier  American  growth  is  that  of  determining  the  meaning  of  the 
term.  Should  “education”’  be  conceived  narrowly  in  terms  of 
technical  knowledge  and  vocational  training?  Should  it  be  confined 
to  formal  institutions  for  its  dissemination,  together  with  their 
academic  programs?  For  several  reasons  I  believe  that  either  narrow 
recourse  would  miss  the  essence  of  the  matter. 

In  the  first  place,  it  seems  clear  that  an  increase  in  the  general 
level  of  literacy,  the  extension  of  a  basic  general  education,  both 
now  and  in  the  past,  did  much  to  facilitate  the  training  of  skilled 
workers.  Alfred  Marshall  certainly  believed  that  the  influence  of 
nontechnical  education  on  industrial  efficiency  “is  greater  than  it 
appears.”  Early  nineteenth-century  opinion  would  have  agreed  with 
Marshall’s  assessment.  In  his  Science  and  Mechanics,  published  in 
1829,  Zachariah  Allen  observes:  “From  the  habits  of  early  life 
and  the  diffusion  of  knowledge  by  free  schools  there  exists  generally 
among  the  mechanics  of  New  England  a  vivacity  in  inquiring  into 
the  first  principles  of  the  science  to  which  they  are  practically  de¬ 
voted.”  And  the  informed  visitors  Whitworth  and  Wallis,  dispatched 
from  England  to  study  and  report  upon  American  industrial  tech¬ 
niques,  commented  in  the  1850’s:  “The  compulsory  educational 
clauses  adopted  in  the  laws  of  most  of  the  States,  and  especially 
those  of  New  England,  by  which  some  three  months  of  every  year 
must  be  spent  at  school  by  the  young  operative  under  14  or  15  years 
of  age,  secure  every  child  from  the  cupidity  of  the  parent,  or  the 
neglect  of  the  manufacturer.  .  .  .  This  lays  the  foundation  for  that 
wide-spread  intelligence  which  prevails  amongst  the  factory  opera¬ 
tives  of  the  United  States.  ...  The  skill  of  hand  which  comes  of 
experience,  is,  notwithstanding  present  defects,  rapidly  following 
the  perceptive  power  so  keenly  awakened  by  early  intellectual 

training.” 
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A  sufficient  reason  for  not  confining  to  formal  institutions  of 
education  the  search  for  educational  influences  on  growth  is  that 
the  pace  of  American  growth  accelerated  during  a  period  when,  as 
we  shall  see,  those  institutions  were  relatively  few  in  number.  But 
it  would  be  shortsighted  to  conclude  from  this  that  education  bore 
no  relevance  to  technological  innovation.  As  Abbot  Payson  Usher 
points  out,  not  only  innovation — the  application  of  invention  to 
processes  of  production — but  invention  itself,  is  a  process,  the 
character  of  which  has  often  been  misconceived.  Usher  warns 
against  “an  identification  of  invention  with  an  act  of  genius.  It  leads 
toward  an  undue  emphasis  upon  a  relatively  small  number  of  acts 
which  are  presented  without  due  regard  to  the  conditions  which 
make  them  possible,  and  to  a  concept  of  change  at  infrequent 
intervals  in  units  of  great  magnitude,  although  the  simplest  effort 
of  analysis  makes  it  clear  that  acts  of  insight  are  numerous, 
pervasive,  and  of  very  small  magnitudes.”  He  believes  that  the  study 
of  technical  change  in  the  economy  “has  been  hindered  by  the 
failure  of  students  to  treat  effectively  the  kinds  of  novelty  that  are 
a  normal  and  continuous  consequence  of  the  skilled  activity  of 
engineers  and  technicians.”  Based  on  a  lifelong  study  of  European 
technology,  Usher’s  general  admonition  bears  specific  relevance  to 
American  history  in  the  pre-Civil  War  period. 

During  these  years,  H.  J.  Habakkuk  points  out,  technological 
progress  was  still  more  empirical  than  scientific,  it  “depended  more 
on  the  response  to  particular  and  immediate  problems  of  industrial 
practice  than  on  the  autonomous  development  of  scientific  knowl¬ 
edge.”  Technical  development,  therefore,  was  “likely  to  take  the 
form  of  slow  modifications  of  detail,  as  opposed  to  spectacular 
leaps  to  a  new  technique  decisively  superior  from  the  start  to  its 
predecessors.”  Most  of  the  “great  inventions”  of  the  period,  he 
adds  in  the  words  of  J.  C.  Gilfillan,  resolve  themselves  on  close 
inspection  into  a  “perpetual  accretion  of  little  details  probably 
having  neither  beginning,  completion  nor  definable  limits.” 

If  technical  change,  then,  was  a  record  written,  not  by  a  handful 
of  garret-bound  heroes,  but  by  engineers  who  had  obtained  their 
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knowledge  through  practical  experience  in  canal  construction  and 
by  innumerable  workers  in  shops,  mills,  factories,  and  fields,  it  fol¬ 
lows  that  the  school  of  daily  labor  must  have  furnished  a  highly 
significant  part  of  “education.”  “New  ideas,”  says  Habakkuk,  “were 
often  the  least  important  part  of  invention  or  at  least  the  part  which 
was  most  easily  borrowed.  What  determined  whether  and  where 
the  ideas  bore  fruit  was  the  practical  capacity  brought  to  bear 
on  them.”  Probably  most  Americans  learned  most  by  doing.  Experi¬ 
ence  on  the  job  or  in  the  use  of  a  tool  or  machine  suggested  ways 
in  which  operations  might  be  improved  and  tools  made  more  useful. 
This  is  what  Habakkuk  means  by  the  observation  that  American 
inventive  ingenuity  was  to  a  considerable  extent  a  result  rather 
than  a  cause  of  mechanization. 

There  is  much  reason  to  believe  American  ingenuity  also  preceded 
mechanization  and  that  it  received  a  considerable  stimulus  from 
what  Tench  Coxe  ca:led  “the  peculiar  value  of  labour-saving 
machinery  to  a  natioi.  of  moderate  numbers  dwelling  in  a  country 
of  redundant  soil.”  7  heir  dwellings  were  also  frequently  dispersed 
over  a  wide  area,  so  that  ingen  lity  received  an  additional  stimulus 
from  the  necessity  of  a  high  degree  of  self-reliance.  Relatively 
little  mechanization  existed  at  the  opening  of  the  nineteenth  century, 
yet  this  was  a  time  when,  in  the  words  of  George  S.  Gibb,  “varied 
and  dextrous  mechanical  abilities  were  all  but  universal.  And 
Hamilton  notes  in  his  Report  on  Manufactures  that  “a  remark  often 
to  be  met  with”  was  that  “there  is,  in  the  genius  of  the  people  of 
this  country,  a  peculiar  aptitude  for  mechanic  improvements.”  “The 
American  working  boy,”  a  distinguished  English  inventor  of 
machine  tools,  James  Nasmyth,  observed  in  the  mid-nineteenth 
century,  “develops  rapidly  into  a  skilled  artisan”;  “there  is  not  a 
working  boy  of  average  ability  in  the  New  England  states.  .  .  ,”  he 
added,  “who  has  not  an  idea  of  some  mechanical  invention  or  im¬ 
provement  in  manufactures,  by  which,  in  good  times,  he  hopes  to 
better  his  position,  or  rise  to  fortune  and  social  distinction.” 

It  is  clear  that  nineteenth-century  Americans  were  receptive 
to  labor-saving  ideas,  whether  originating  abroad  or  at  home,  and 
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that  they  learned  from  experience  how  to  convert  those  ideas  into 
productive  forms  and  improve  upon  them.  It  is  no  less  clear  that 
their  economic  and  physical  environments  enlarged  their  capacity 
for  learning  from  experience.  So  too  did  some  of  the  institutions 
within  their  social  environment,  especially  the  family,  apprentice¬ 
ship,  and  those  providing  more  formal  channels  of  education.  An 
unobstructed  view  of  the  manner  in  which  they  did  so  can  most 
easily  be  obtained  from  the  vantage  point  of  their  colonial  origins, 
for  more  formal  institutions  appeared  in  response  to  the  declining 
influence  of  less  formal  ones,  without  entirely  replacing  them. 

Conceiving  education  largely  as  “the  entire  process  by  which  a 
culture  transmits  itself  across  the  generations,”  Bernard  Bailyn  in  a 
thoughtful  recent  essay  emphasizes  the  role  of  the  family  as  the 
most  important  of  the  agencies  of  transfer.  Initially  a  “patrilineal 
group  of  extended  kinship  gathered  into  i  single  household,”  the 
colonial  family  shouldered  most  of  the  burden  not  only  of  shaping 
the  child  to  civilized  patterns  of  living  but  also  of  providing  at 
least  elementary  lessons  in  vocational  training.  In  a  great  many 
cases,  it  gave  “all  the  vocational  instruction  necessary  for  mature 
life.”  Apprenticeship  represented  an  extension  and  formalization 
of  the  family  role  in  vocational  training.  It  was  a  “contractual  ex¬ 
change  of  vocational  training  in  an  atmosphere  of  family  nurture,” 
a  combination,  as  Paul  H.  Douglas  expresses  it,  of  education  and 
industry  which  made  possible  learning  by  doing.  But  it  was  also  a 
vehicle  for  moral  indoctrination,  Christian  training,  and  instruction 
in  literacy. 

Among  numerous  influences  tending  to  disrupt  the  family,  per¬ 
haps  none  was  more  important  than  what  Bailyn  calls  the  failure 
of  the  “ultimate  sanction  of  a  restrictive  economy”:  “where  land 
was  abundant  and  labor  at  a  premium  it  took  little  more  to  create 
a  household  than  to  maintain  one.  Material  independence  was 
sooner  or  later  available  to  every  energetic  adult  white  male,  and 
few  failed  to  break  away  when  they  could.”  Remarkably  soon  after 
the  beginnings  of  settlement  the  family,  yielding  to  “intractable 
circumstances  of  material  life”  which  lowered  the  prestige  of 
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parents  while  invigorating  the  more  adaptable  and  less  conservative 
young,  began  to  fail  in  the  discharge  of  its  traditional  educational 
functions.  It  did  not,  it  must  be  said,  surrender  until  much  later  the 
training  in  useful  arts  provided  by  the  household  system  of  manu¬ 
facture.  It  would  require  the  progressive  rise  of  a  market  economy 
for  girls  to  begin  to  forget  how  to  spin,  weave,  embroider,  knit, 
darn,  crochet,  and  make  butter,  cheese,  and  candles,  and  for  boys 
no  longer  to  learn  how  to  fashion  plows,  harrows,  sleds,  wagons, 
carts,  shovels,  and  flails,  as  well  as  kitchen  and  table  utensils.  Look¬ 
ing  back  upon  his  New  England  childhood  in  the  1840’s  and  1850’s, 
the  pioneer  psychologist  G.  Stanley  Hall  remembered  the  house¬ 
hold  system  as  one  which  “at  its  best  appears  to  me  to  have  con¬ 
stituted  the  best  educational  environment  for  boys  at  a  certain  stage 
of  their  development  ever  realized  in  history.”  It  was  in  its  responsi¬ 
bility  as  the  renewer  of  broader  human  values  that  the  family  began 
to  fail,  and  in  Puritan  New  England,  New  York,  and  the  South 
communities  sought  by  more  formal  means  to  cope  with  the  resulting 
threat  to  civilization. 

In  New  England  “a  high  cultural  level,  an  intense  Biblicism, 
concentrated  settlements,  and  thriving  town  institutions  led  to  a 
rapid  enhancement  of  the  role  of  formal  schooling.”  After  1647  a 
series  of  laws  passed  in  Massachusetts  and  Connecticut  ordered  all 
towns  to  maintain  teaching  institutions.  During  the  seventeenth 
century,  at  least,  these  attempts  at  public-supported  and  public- 
controlled  education  appear  to  have  produced  a  high  level  of 
literacy.  At  the  turn  of  the  century,  however,  Weeden  characterizes 
New  England  as  having  entered  upon  a  “dark  age,”  with  general 
culture  at  a  lower  level  than  at  any  time  before  or  since,  and  with 
few  Massachusetts  towns  escaping  fines  for  neglecting  their  schools. 

In  the  South,  efforts  were  made  to  establish  parish  or  other  local 
schools,  but  “scattered  plantations,”  as  Timothy  Dwight  was  later 
to  explain,  were  “subject  to  many  serious  disadvantages.  Neither 
schools,  nor  churches,  can  without  difficulty  be  either  built  by  the 
planters,  or  supported.  The  children  must  be  too  remote  from 
school.”  The  wealthier  planters  in  the  seventeenth  and  eighteenth 
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centuries  sometimes  imported  indentured  servants  to  act  as  tutors, 
or  hired  men  trained  in  the  North.  What  tutors  taught  might  range 
from  Latin  and  Greek  grammar  and  literature,  some  English  litera¬ 
ture,  and  arithmetic  and  spelling,  which  Princeton-trained  Philip 
Fithian  taught  the  children  of  Robert  Carter  of  Nomini  Hall,  to 
the  learning  implied  by  the  following  entry  in  the  diary  of  John 
Harrower,  who  also  taught  in  eighteenth-century  Virginia:  “This 
morning  about  8  AM  the  Colonel  delivered  his  three  sons  to  my 
Charge  to  teach  them  to  read  write  and  figure.”  While  numerous 
southern  wills  contained  bequests  for  the  education  of  surviving 
children,  the  fate  of  large  numbers  of  them  may  not  unfairly  be 
encapsulated  in  the  Due  de  la  Rochefoucauld-Liancourt’s  descrip¬ 
tion  of  Winchester,  Virginia,  in  the  mid-1790’s:  a  town  of  some 
21,000  souls,  more  than  thirty  “well-stocked  stores  and  shops,”  and 
“Two  or  three  pitiful  schools.” 

Involved  as  it  was  with  the  fortunes  of  the  family,  apprenticeship 
also  underwent  a  significant  alteration  by  the  eighteenth  century. 
While  remaining  an  important  institution  for  the  transmission  of 
skills,  its  broader  educational  functions  tended  increasingly  to  be 
X  taken  over  by  evening  schools,  the  number  of  which  enjoyed  a 
remarkable  growth  during  the  course  of  that  century.  The  schools 
ministered  not  alone  to  the  needs  of  apprentices  but  also  to  those  of 
persons  occupied  by  daytime  concerns.  Their  original  purpose, 
Carl  Bridenbaugh  explains,  was  “to  instruct  apprentices  whose 
indentures  stipulated  a  certain  amount  of  reading,  writing,  and 
ciphering.”  The  “real  destroyer”  of  apprenticeship,  as  Douglas 
makes  clear,  was  the  division  of  labor  made  possible  by  the  factory 
sysem  of  production.  With  the  rise  of  the  factory  in  the  nineteenth 
century,  there  was  “no  longer  the  need  for  as  large  a  proportion  of 
j  skilled  workers  in  industry  as  formerly.”  The  development  of 
machinery  and  the  specialization  of  labor  “rendered  it  unnecessary 
for  the  vast  majority  of  factory  operatives  to  know  more  than  one, 
or  at  most  a  few,  processes.”  Only  a  few  needed  “the  all-round 
knowledge  formerly  required  and  which  apprenticeship  was  de¬ 
signed  to  give.” 
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The  elementary  schools  which  emerged  out  of  the  inability  of 
the  family  to  maintain  its  traditional  role  in  the  New  World  were, 
of  course,  not  the  only  formal  institutions  of  learning  to  appear 
in  the  colonial  period.  If  in  New  England  the  “main  business”  of 
elementary  education  was,  in  the  language  of  Edmund  S.  Morgan, 
“to  prepare  children  for  conversion,”  the  objective  of  Harvard 
College  was  to  make  available  to  future  ministers  the  best  learning 
of  the  day,  while  that  of  the  early  secondary  schools,  the  first  of 
which  was  the  Boston  Latin  School  (1635),  was  to  prepare  boys 
for  entrance  into  college.  American  higher  education  in  particular 
owed  much  to  religion.  By  the  time  of  the  Revolution  eight  colleges 
in  addition  to  Harvard  had  been  founded,  all  save  one  of  them 
under  the  auspices  of  a  church.  Indeed,  nine  out  of  every  ten  of 
the  182  “permanent”  colleges  established  by  1860  had  some  con¬ 
nection  with  a  religious  society.  According  to  Russel  B.  Nye,  “No 
educational  leader  before  the  Civil  War  would  have  placed  intel¬ 
lectual  above  religious  values.” 

Nevertheless,  as  Richard  Hofstadter  and  C.  DeWitt  Hardy 
emphasize,  among  the  oldest  and  longest  sustained  tendencies 
observable  in  American  higher  education  is  its  drift  toward  secular¬ 
ism.  It  is  perhaps  not  too  much  to  find  its  germ  in  the  early  cur¬ 
riculum  of  Harvard  itself,  which  was  dominated  by  the  Latin  and 
Greek  writers  of  antiquity.  Despite  the  revivalism  of  the  Great 
Awakening,  a  distinct  change  in  the  tone  of  American  society  was 
evident  by  the  middle  of  the  eighteenth  century.  Educated  men  were 
responding  to  the  intellectual  influence  of  the  European  Enlighten¬ 
ment,  and  “the  American  concern  with  the  useful,  the  practical,  and 
the  mundane  was  growing.” 

Secular  studies,  however,  may  vary  considerably  in  the  degree 
to  which  they  confront  the  problems  and  interests  of  the  “practical” 
world.  In  his  Proposals  Relating  to  the  Education  of  Youth  in 
Pennsylvania  (1749)  Benjamin  Franklin  expounded,  “although 
without  substantial  effect,”  the  need  for  a  practical  element  in 
studies.  Advertising  the  opening  of  a  course  of  studies  five  years 
later,  Samuel  Johnson  of  King’s  College  (the  present-day  Columbia 
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University)  listed  the  availability  of  mathematics,  surveying  and 
navigation,  commerce  and  husbandry,  geography,  geology,  and 
history,  among  other  subjects.  And  in  1772  President  Witherspoon 
of  the  College  of  New  Jersey  (Rutgers)  observed  that  education 
promoted  arts  and  industry  as  well  as  “virtue  and  happiness,” 
dwelling  with  some  pride  upon  the  scientific  offerings  of  the  college. 

Efforts  to  instill  a  more  “practical”  element  in  learning  were  to 
continue  in  the  antebellum  period.  About  1815,  for  example,  the 
Reverend  Robert  Finley  asked:  “Might  we  not  adopt  with  some 
prudent  modifications  in  our  literary  institutions,  that  part  of  the 
ancient  Jewish  system  of  education,  in  which  they  trained  their 
pupils  to  an  acquaintance  with  mechanical  pursuits,  in  connexion 
with  letters  and  science,  and  while  they  strengthened  and  enriched 
the  minds  of  their  scholars  with  literary  culture,  established  them 
in  the  practical  knowledge  of  the  useful  arts  and  mechanical 
employments  of  life?”  That  such  considerations  exerted  little  in¬ 
fluence  upon  most  colleges  is  indicated  by  the  nature  of  their 
curricula.  Hofstadter  and  Hardy  describe  the  American  college 
curriculum  before  the  Civil  War  as  consisting  chiefly  of  studies  in 
Latin,  Greek,  mathematics,  logic,  and  moral  philosophy,  “with 
occasional  smatterings  of  Hebrew  and  rather  elementary  physics 
and  astronomy.”  It  was  assumed,  they  add,  that  education  was  “for 
gentlemen.” 

However,  the  period  was  not  devoid  of  institutions  of  a  more 
utilitarian  bent.  In  1823  there  opened  in  Gardiner,  Maine,  a  full¬ 
time  scientific  and  technical  school  known  as  the  Gardiner  Lyceum, 
and  in  the  next  year  the  Rensselaer  School  was  founded  in  Troy, 
New  York.  In  a  Review  of  the  Announcements  of  the  Lyceum  that 
was  published  in  1825  in  the  United  States  Literary  Gazette  may  be 
seen  the  purposes  of  its  founders: 

It  had  its  origin  in  the  wants  of  the  community,  .  .  .  and  in  the 
desire  of  useful,  practical  knowledge,  which  is  more  and  more  felt 
through  all  parts  of  the  country,  in  proportion  as  it  becomes  more 
free.  The  eminent  practical  sagacity  for  which  they  are  distinguished 
must  often  be  exhausted  in  the  discovery  of  methods,  which  would  be 
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deduced  with  perfect  ease  from  simple  principles  in  geometry  and 
natural  philosophy.  But  these  sciences,  together  with  chemistry  and 
other  analogous  branches  of  knowledge,  have  been  rarely  taught,  ex¬ 
cept  at  college,  and  as  a  part  of  a  course  of  studies  for  persons  in¬ 
tended  for  the  learned  professions.  The  academies  and  high  schools 
are  almost  universally  preparatory  and  subordinate  to  the  college.  .  .  . 
In  the  secondary  schools,  little  else  is  taught  but  reading,  writing, 
grammar,  arithmetic  and  geography.  The  Gardiner  Lyceum  was  in¬ 
tended  to  supply  this  deficiency,  for  a  portion  of  our  country,  and  to 
furnish  that  kind  of  instruction  which  is  not  furnished  elsewhere,  and 
which  is  most  necessary  to  many  important  classes  in  the  community.1 

The  Gardiner  Lyceum,  supported  by  gifts,  tuition  fees,  and  in 
part  by  the  state  legislature,  offered  a  three-year  program  of  short¬ 
term  courses  taught  at  the  college  level.  From  algebra,  geometry, 
linear  drawing,  bookkeeping,  geography  and  mensuration  during 
the  first  year,  the  student  proceeded  in  his  second  to  trigonometry, 
surveying,  navigation,  “application  of  Algebra  and  Geometry,” 
differential  and  integral  calculus,  mechanics,  perspective,  chemistry, 
and  agricultural  chemistry.  “Instead  of  the  last  mentioned  study 
Civil  Engineering  is  pursued  by  those  who  prefer  it.”  The  third 
year’s  program  included  political  economy,  “the  Federalist,”  His¬ 
tory,  natural  history,  “Natural  Theology,”  natural  philosophy, 
astronomy,  and  mineralogy.  The  course  of  instruction  published 
in  1827  further  discloses  the  pragmatic  objectives  of  the  Lyceum: 

It  is  a  constant  object  in  instruction  at  the  Lyceum  to  familiarise  the 
students’  minds  with  the  practical  application  of  their  lessons.  Surveying 
and  Levelling  are  taught  not  only  in  recitation  room  but  in  the  field; 
the  pupil  in  chemistry  is  carried  into  the  laboratory,  and  allowed  to 
perform  experiments;  and  the  classes  in  Mechanics  are  exercised  in 
calculating  such  problems  as  occur  in  the  practice  of  the  machinist  or 
engineer.  Habits  are  thus  formed  of  great  importance  to  the  pupil; 
and  he  becomes  familiar  with  those  processes  of  thought  which  will 
be  necessary  to  him  in  active  life.  His  mind  is  not  only  stored  with 
the  abstract  principles  of  science  but  he  has  learned  the  very  distinct 
and  no  less  difficult  lesson,  of  bringing  his  knowledge  to  bear  upon  any 
subject,  to  which  it  is  applicable.2 

1  Quoted  in  Charles  Alpheus  Bennett,  History  of  Manual  and  Industrial 
Education  Up  to  1870  (Peoria,  HI.,  1926),  p.  363. 

2  Ibid.,  p.  349. 
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With  the  withdrawal  of  state  financial  support,  the  Gardiner 
Lyceum  closed  its  doors  after  about  ten  years  of  operation.  The 
Rensselaer  School  grew  into  today’s  Rensselaer  Polytechnic  In¬ 
stitute.  As  in  the  case  of  the  Lyceum,  the  Rensselaer  School  was 
established  to  give  instruction  “in  the  application  of  science  to 
the  common  purposes  of  fife.”  It  wished  in  particular  to  benefit  “the 
sons  and  daughters  of  farmers  and  mechanics”  “in  the  application 
of  experimental  chemistry,  philosophy,  and  natural  history,  to 
agriculture,  domestic  economy,  the  arts,  and  manufactures.”  Such 
was  his  interest  in  “useful”  knowledge  that  the  benefactor  of  the 
school,  Stephen  Van  Rensselaer,  provided  in  the  by-laws  of  the 
school  for  “a  number  of  well-cultivated  farms  and  workshops  in 
the  vicinity  of  the  school  ...  as  places  of  scholastic  exercise 
for  students,  where  the  application  of  the  sciences  may  be  most 
conveniently  taught.”  According  to  Charles  Alpheus  Bennett,  the 
school  imparted  a  significant  impetus  to  research,  “furnished 
teachers  of  applied  science  to  a  large  number  of  schools  and  col¬ 
leges,”  and  itself  functioned  as  a  graduate  school,  nearly  half  of 
its  students  being  at  times  college  graduates.  Finally,  the  Gardiner 
Lyceum  and  the  Rensselaer  School  were  the  forerunners  of  the 
Scientific  Course  opened  at  Union  College  in  1845,  the  Sheffield 
Scientific  School  established  in  connection  with  Yale  College  in 
1847;  the  Lawrence  Scientific  School  at  Harvard  College  in  1847; 
and  the  Chandler  Scientific  School  at  Dartmouth  College  in  1852. 

In  addition  to  these  technical  institutions  of  higher  learning,  the 
1820’s  saw  the  appearance  of  mechanics  institutes  in  many  of 
the  larger  cities.  In  1820  the  General  Society  of  Mechanics  and 
Tradesmen  of  the  City  of  New  York  opened  a  library  for  ap¬ 
prentices  and  established  a  “mechanics’  school.”  The  first  important 
institution  of  its  kind  in  the  United  States  and  one  which  lasted  for 
thirty-six  years,  it  is  less  well  known  than  the  Franklin  Institute 
of  Philadelphia,  incorporated  in  1824.  Resolutions  adopted  by 
the  latter  at  its  first  public  meeting  disclose  the  intent  of  the  foun¬ 
ders  to  form  a  society  that  “shall  consist  of  Mechanics,  Manufac- 
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turers,  and  others  friendly  to  the  useful  arts”  and  to  promote  the 
same  in  Philadelphia  by  means  of  popular  lectures,  a  library,  a  col¬ 
lection  of  models  and  minerals,  and  the  offering  of  premiums  “on 
all  useful  improvements  in  the  Mechanic  Arts.”  In  1826  the  insti¬ 
tute  established  a  “High  School”  in  which  was  offered  a  three-year 
course  of  study  consisting  of  English,  modern  languages,  classical 
studies,  and  mathematics  and  “practical  sciences.”  A  total  of  304 
students  were  in  attendance  in  the  fall  of  1829.  Other  mechanics 
institutes  opened  during  the  1820’s  in  Baltimore  (1825),  Boston 
(1827),  and  Cincinnati  (1828). 

With  the  main  exception  of  these  essentially  secondary  institu¬ 
tions,  of  a  very  few  institutions  of  higher  learning — pre-eminent 
among  which  were  the  Rensselaer  School  and  the  United  States 
Military  Academy — and  very  occasionally  of  the  lyceum  or  lecture 
system  for  adult  education  that  rose  to  swift  popularity  after  the 
mid-twenties,  few  formal  means  of  acquiring  a  technical  education 
existed  in  the  United  States  in  the  antebellum  period.  Indeed,  op¬ 
portunity  for  formal  education  at  any  level  must  not  have  been 
widespread.  One  reason  for  believing  so  is  the  extent  to  which  lead¬ 
ing  public  men  emphasized  the  need  for  it.  The  statements  of  many 
of  them  no  doubt  partly  reflect  the  explicitly  egalitarian  values 
that  owed  so  much  to  the  Revolutionary  period.  “Promote,  then, 
as  an  object  of  primary  importance,”  Washington  urged  in  his  first 
message  to  Congress,  “institutions  for  the  general  diffusion  of 
knowledge.  In  proportion  as  the  structure  of  government  gives  force 
to  public  opinion,  it  is  essential  that  public  opinion  should  be 
enlightened.”  He  said  much  the  same  thing  in  his  Farewell  Address. 
In  his  Defence  of  the  Constitution  of  the  United.  States  John  Adams 
declares  that  all  the  people  must  be  educated  in  a  republic  and 
that  schools  must  be  conveniently  located  and  maintained  at  public 
expense.  Jefferson,  Samuel  Adams,  Madison,  Jay,  and  many  others 
play  variations  on  the  same  theme.  “To  conform  the  principles, 
morals,  and  manners  of  our  citizens  to  our  republican  forms  of 
government  it  is  absolutely  necessary  that  knowledge  of  every  kind 
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should  be  disseminated  through  every  part  of  the  United  States,” 
wrote  Benjamin  Rush.  Rush  appears  to  have  been  the  first,  but  not 
the  last,  to  propose  the  founding  of  a  “federal  university.” 

An  outburst  of  what  President  Ezra  Stiles  of  Yale  termed  “col¬ 
lege  enthusiasm”  produced  seventeen  new  and  lasting  colleges 
before  the  end  of  the  century,  with  a  dozen  being  added  by  1820. 
Expansion  also  occurred  on  the  secondary  level  with  the  founding 
of  numerous  academies.  Academies  were  generally  private  schools 
which  “gave  opportunity  to  that  middle  class  of  pupils  who  could 
afford  the  time  and  cost  of  some  schooling  above  the  elementary 
but  who  were  in  many  cases  not  preparing  for  college.”  Seventy-five 
were  incorporated  in  Virginia,  Maryland,  Pennsylvania,  New  York, 
Massachusetts,  and  Indiana  between  1775  and  1800,  and  by  1860 
the  total  reached  1,261.  Unchartered  academies  were  at  all  times 
far  more  numerous  than  incorporated  ones.  Common  schools  and 
other  public  institutions,  however,  fared  far  less  well. 

According  to  Paul  Monroe,  while  other  states  followed  the 
example  of  Massachusetts  in  maintaining  free  schools  on  the  basis 
of  public  taxation,  “the  value  of  this  achievement  was  greatly 
limited  by  the  unwillingness  of  the  local  communities  to  tax  them¬ 
selves  to  any  great  extent  for  this  purpose,  and  by  the  fact  that 
private  schools  had  a  powerful  following  and  a  great  influence.” 
The  principle  of  the  free  school  was  established  in  Pennsylvania 
by  law  in  1834,  he  adds.  “But  here  as  elsewhere  a  clear  distinction 
must  be  made  between  a  constitutional  provision  or  a  permissive 
law  and  an  actual  system  in  operation.  The  Indiana  constitution  of 
1816  made  a  clear  announcement  of  the  free  school  principle.  It 
was  1871  before  the  system  was  an  accomplished  fact.” 

As  Carl  N.  Degler  expresses  it,  “the  enunciation  of  a  strong 
belief  in  the  value  of  education  far  exceeded  the  performance. 
Schools  were  permitted  to  decline  for  lack  of  funds  and  repairs; 
little  effort  was  even  made  to  insure  that  children  would  receive  the 
rudiments  of  reading  and  writing,  nothing  was  done  to  secure  quali¬ 
fied  teachers  or  even  to  provide  adequate  training  schools  for 
their  recruitment,  though  the  number  of  children  was  mounting.” 
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The  Pennsylvania  Society  for  the  Promotion  of  Free  Schools  stated 
in  1830  that  although  there  were  400,000  children  of  school  age 
(5  to  16)  in  the  state,  not  over  150,000  attended  schools  of  any 
kind.  Constance  M.  Greene  comments  upon  the  “illiteracy  and 
ignorance  of  a  considerable  segment”  of  the  population  of  the 
nation’s  capital  in  the  1830’s.  Charles  Alpheus  Bennett  declares 
that  in  New  York  City  early  in  the  nineteenth  century  there  were 
a  few  charity  schools  under  denominational  or  other  control,  “but 
a  large  number  of  children  in  the  city  were  not  supplied  with  means 
of  instruction.”  The  children  of  working  people  did  not  have  time 
to  attend  school  for  extended  periods.  Rural  opportunities  were 
especially  few,  particularly  as  settlements  became  more  and  more 
scattered  with  the  westward  movement  of  the  population.  H.  G. 
Good  succinctly  puts  the  case:  the  “new  nation  was  educationally 
underdeveloped  and  there  was  need  for  institutions  to  cope  with 
growing  requirements.” 

Two  developments  appear  to  have  been  fundamental  in  increasing 
the  number  of  public  schools  and  improving  their  quality.  The  first 
was  the  advent  of  the  so-called  Lancasterian  system  of  instruction. 
Named  for  the  English  educator  Joseph  Lancaster  (1778-1838), 
this  monitorial,  or  mutual  instruction,  system  aimed  chiefly  at 
literacy.  Narrow  and  mechanical  in  concept  and  operation,  it 
possessed  the  virtue  of  bringing  a  minimal  “education”  to  large 
numbers  at  low  cost  per  pupil.  In  the  Lancasterian  schools,  the 
first  of  which  opened  in  New  York  in  1806,  a  part  or  all  the  teach¬ 
ing  was  done  by  the  more  advanced  pupils,  called  monitors.  The 
only  salaried  person  was  the  principal,  and  in  schools  with  500  or 
more  pupils  the  expense  for  each  might  be  as  low  as  $2  or  $3  per 
year.  Enjoying  a  brief  but  widespread  vogue,  the  movement  had 
become  a  lost  cause  before  Lancaster’s  death  in  1838.  Despite  its 
defects,  however,  it  contributed  importantly  to  the  advent  of  free 
schools  by  convincing  many  people  that  they  could  be  operated  at 
moderate  cost. 

The  second  development  was  the  great  wave  of  reform  that 
moved  across  the  nation  in  the  1830’s  and  1840’s.  In  part  a  reflec- 
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tion  of  comparable  movements  in  Europe,  especially  in  Great 
Britain,  the  causes  of  woman’s  rights,  temperance,  the  ten-hour 
day,  debtor  relief,  Owenite  and  Fourierist  collectivism,  abolition¬ 
ism,  and  the  reform  of  prisons,  houses  of  correction,  almshouses, 
and  insane  asylums  competed  for  place  in  the  public  conscience. 
So  too  did  the  cause  of  educational  reform.  In  part  the  latter  took 
the  form  of  efforts  to  provide  more  schools  for  the  deaf  and  blind 
and  for  children  of  low  intelligence.  In  the  main  it  represented  a 
“gradual  but  decisive”  reversal  of  the  early  failure  to  live  up  to  the 
widespread  belief  in  public  education. 

As  a  result  of  the  dedicated  leadership  of  Horace  Mann,  Henry 
Barnard,  and  others,  in  the  fifties  an  older  system  under  which 
parents  contributed  to  the  costs  of  providing  an  elementary  educa¬ 
tion  for  their  children  began  increasingly  to  be  replaced  by  the 
free  public  school.  The  tuition  academy  dominated  secondary 
education  until  well  after  the  Civil  War,  but  by  1860  some  320 
public  high  schools  were  in  existence.  More  than  half  of  them, 
however,  were  located  in  the  three  states  of  New  York,  Massachu¬ 
setts,  and  Ohio.  The  larger  growth  of  the  free  public  high  school, 
like  that  of  free  college  education  under  the  aegis  of  the  state  uni¬ 
versities,  would  come  in  the  post-Civil  War  years.  In  fine,  the 
foundations  of  a  free  education  system  were  securely  laid  in  the 
antebellum  period,  but  the  height  of  the  superstructure  varied 
from  one  part  of  the  country  to  the  next. 

It  was  particularly  low  in  the  South.  In  his  pioneer  study  The 
Economic  Growth  of  the  United  States,  1790-1860 ,3  Douglass  C. 
North  places  a  justifiably  heavy  emphasis  upon  the  small  “invest¬ 
ment  in  human  capital”  made  in  that  region,  where  in  1840  the 
ratio  of  pupils  to  white  population  was  5.72  per  cent,  in  comparison 
to  a  ratio  of  18.41  per  cent  in  the  nonslaveholding  states.  In  1850 
the  white  population  of  the  slaveholding  states  was  nearly  half  that 
of  the  northern  states,  yet  the  former  had  “less  than  one-third  as 
many  public  schools,  one-fourth  as  many  pupils,  one-twentieth  as 
many  public  libraries,  and  one-sixth  as  many  volumes  in  those 
3  Englewood  Cliffs,  N.  J.,  1961. 
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libraries.”  Similarly,  in  numbers  of  schools  per  one  hundred  square 
miles,  literacy  among  the  white  population,  per  cent  of  white 
children  in  schools,  and  tax  monies  devoted  to  public  education, 
the  West  greatly  excelled  the  South.  “While  the  underlying  aspira¬ 
tions  and  motivations  of  people  in  American  society  were  im¬ 
portant,”  North  concludes,  “the  investment  in  human  capital  was 
a  critical  factor  both  in  innovations  and  in  the  relative  ease  with 
which  they  could  spread.  The  primary  source  of  this  quality  of  the 
labor  force  and  entrepreneurial  talent  was  the  widespread  free 
education  system  in  the  Northeast,  although  the  skills  of  English 
and  German  immigrants  were  an  important  supplement.”  It  will  be 
apparent  from  the  foregoing  discussion  that  this  is  an  assessment 
with  which  I  agree. 

Values  and  Social  Structure 

In  turning  now  to  the  “underlying  aspirations  and  motivations  of 
people”  and  to  the  structure  of  the  social  system  under  which 
antebellum  Americans  lived,  it  is  important  to  emphasize  once  again 
that  it  is  the  comparative  angle  of  vision  that  matters.  “Capitalism,” 
to  cite  again  Carl  N.  Degler’s  pointed  phrase,  “came  in  the  first 
ships,”  and  if  first-generation  Puritanism  sought  to  contain  the  chal¬ 
lenge  of  the  external  world,  surely  it  would  be  difficult  to  maintain 
that  Americans  turned  their  backs  for  long  on  the  materialist  prom¬ 
ise  of  a  rich  land.  But  this  is  not  to  say  that  they  faced  that  promise 
with  an  assiduously  rational  determination  to  wring  from  it  a  maxi¬ 
mum  amount  of  gain.  How  could  they  have  done  so?  Some  did,  as 
we  have  seen — those  whose  geographic  or  political  situation  was 
fortunate — and  no  doubt  few  if  any  scorned  an  opportunity  to  turn 
an  extra  dollar.  But  opportunity  was  the  thing:  it  was,  compara¬ 
tively  speaking,  circumscribed  by  small  markets,  poor  transporta¬ 
tion,  and  by  other  features  of  the  colonial  landscape  we  have 
sketched.  Markets  continually  expanded  throughout  the  dependent 
years,  but  can  There  be  any  doubt  that  the  great  transportation  im¬ 
provements  of  the  antebellum  period  widened  them  far  more, 
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especially  domestic  markets,  and  thereby  produced  a  far  more 
pronounced  “capitalist”  permeation  of  the  population  than  was 
possible  before?  And  if  a  greater  proportion  of  an  expanding  popu¬ 
lation  pursued  its  material  interests  more  intently,  are  not  the 
consequences  likely  to  have  been  favorable  to  economic  growth? 
The  relationship  between  values  and  environment  is  one  of  mutual 
interaction,  so  that  both  are  now  cause,  now  effect.  While  few 
if  any  men  wished  not  to  improve  their  circumstances,  the  latitude 
of  their  opportunity  to  do  so  necessarily  influenced  both  the  value 
and  quality  of  economic  effort.  Congressman  Porter’s  previously 
cited  observation  clearly  shows  what  happens  to  the  edge  of  in¬ 
centive  when  external  opportunities  are  not  present  to  hone  it  to 
sharpness.  As  late  as  1851  a  western  newspaper  characterized  as 
follows  a  settler  on  backlands  inaccessible  to  markets:  “He  fills  up 
his  leisure  time  by  hunting,  loses  his  regular  habits,  and  discouraged 
and  disappointed,  ends  by  doing  the  little  that  he  had  to  do  to 
sustain  his  family,  in  a  slovenly  and  imperfect  manner.”  “Why 
is  chess  so  much  more  popular  in  Yugoslavia  than  in  the  United 
States?”  The  answer  given  this  question  in  1961  by  the  Amer¬ 
ican  chess  champion,  Robert  Fischer,  is  this:  “Well,  you  know,  in 
America  everybody  is  interested  in  making  the  dollar  fast.  In 
Yugoslavia  no  matter  how  much  you  hustle  you’re  not  going  to 
get  rich,  so  you  might  as  well  play  chess.”  Perhaps  one  should  not 
illustrate  a  point  from  the  level  of  the  anecdotal,  particularly  when 
sophisticated  economic  opinion  is  also  available.  For  in  recent 
testimony  before  the  Joint  Economic  Committee  of  the  Eighty-sixth 
Congress,  economist  Raymond  Goldsmith  expressed  the  view  that 
if  the  American  people  became  convinced  that  there  would  be  no 
more  swings  in  the  business  cycle,  the  conviction  would  “change 
the  whole  environment  for  business  and  consumers,  and  it  is  very 
difficult  to  foretell  what  effect  that  would  have  on  the  rate  of 
growth.” 

What  was  present  in  colonial  America  was  more  widespread  in 
later  America.  In  1748  Cadwallader  Colden  could  assert  of  New 
York  City  that  “The  only  principle  of  life  propagated  among  the 
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young  people  is  to  get  money,  and  men  are  only  esteemed  accord¬ 
ing  to  what  they  are  worth — that  is,  the  money  they  are  possessed 
of.”  The  prosperity  maxims  published  by  Franklin  through  Poor 
Richard’s  Almanack  (1732—57)  are  believed  by  one  student  to 
have  “probably  exerted  as  much  practical  influence  on  Americans 
as  the  combined  teachings  of  all  the  formal  philosophers.”  But  it 
was  not  till  the  third  decade  of  the  nineteenth  century,  Irvin  G. 
Wyllie  points  out,  before  Franklin’s  self-help  themes  were  revived 
by  a  new  generation  of  success  propagandists.  Those  themes  then 
bore  a  peculiar  relevance  to  the  needs  of  a  nation  undergoing  a 
process  of  rapid  growth  with  inadequate  supplies  of  labor.  So  too 
did  the  values  of  an  even  older  Protestant  ethic,  and  during  the 
antebellum  decades  of  accelerated  growth  every  major  social  insti¬ 
tution  with  a  role  in  the  formation  of  public  opinion  joined  in  a 
massive  reiteration  of  the  importance  of  worldly  success  and  of 
industry,  sobriety,  and  frugality  as  its  necessary  and  sufficient  means. 

The  cult  of  the  “self-made  man,”  says  John  William  Ward,  was 
universally  accepted  in  America  during  the  years  1815-45.  Al¬ 
though  it  is  not  without  irony  that  Henry  Clay  should  be  credited 
with  having  coined  the  phrase  in  a  speech  on  behalf  of  a  protective 
tariff,  the  age  believed  that  the  key  to  success  lay  within.  American 
institutions  created  a  fair  field  for  all:  it  was  up  to  the  man.  Man 
was  the  master  of  his  fate;  whether  he  succeeded  or  failed  was  not 
explicable  in  terms  of  heredity  or  environment  but  of  character 
and  personal  determination  alone.  Yet  God  played  a  role  in  the 
process  “by  providing  certainty  that  success  went  only  to  the 
virtuous.”  The  belief  of  the  age  in  the  self-made  man  was  a  source 
of  national  pride.  “The  character  of  the  American  people,”  said  a 
Fourth  of  July  orator  in  1831,  “has  been  the  sole  cause  of  their 
growth  and  prosperity.  Natural  advantages  have  ben  elsewhere 
wasted.” 

In  the  inculcation  of  these  beliefs  and  values  the  role  of  the  family 
was  probably  more  fundamental  than  that  of  any  other  institution. 
In  view  of  the  emphasis  placed  by  David  C.  McClelland  upon  the 
importance  of  “achievement  motivation”  in  economic  growth,  it  is 
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not  without  interest  that  “The  idea  instilled  into  the  minds  of  most 
boys,  from  early  life,”  according  to  an  article  published  by  Harper’s 
New  Monthly  Magazine  in  1853,  “is  that  of  ‘getting  on.’  The  parents 
test  themselves  by  their  own  success  in  this  respect;  and  they  im¬ 
part  the  same  notion  to  their  children.”  The  article  reported  that  to 
the  vast  majority  of  Americans  success  had  long  since  come  to 
mean  achievement  in  business  and  in  making  money.  Wyllie  finds 
that  wealthy  businessmen  not  only  used  the  mails  to  urge  upon 
poor  nephews  the  importance  to  success  of  industry,  sobriety,  and 
frugality  but  also  repeated  the  same  idea  at  commencement  exer¬ 
cises,  in  newspaper  interviews,  and  in  books.  Sigmund  Diamond 
concludes  that  the  antebellum  press  characteristically  explained 
entrepreneurial  success  in  terms  of  the  possession  of  the  same 
personal  qualities. 

Many  of  the  leaders  of  the  American  cult  of  self-help  were 
Protestant  clergymen.  Such  men  as  Henry  Ward  Beecher  and 
Lyman  Abbott  preached  that  “godliness  was  in  league  with  riches” 
and  “put  the  sanction  of  the  church  on  the  get-ahead  values  of 
the  business  community.”  Abbott  “rejoiced  in  the  parable  of  the 
talents,  and  used  it  to  justify  his  claim  that  Jesus  approved  the 
building  of  great  fortunes.”  Jesus  did  not  condemn  wealth,  Abbott 
declared.  “  ‘On  the  contrary,  he  approved  of  the  use  of  accumulated 
wealth  to  accumulate  more  wealth.’  ”  Others  said  similar  things  in 
books.  The  Reverend  Thomas  P.  Hunt,  for  example,  summarized 
the  case  for  riches  in  the  title  of  his  work  published  in  1836,  The 
Book  of  Wealth:  in  Which  It  Is  Proved  from  the  Bible  that  It  is  the 
Duty  of  Every  Man  to  Become  Rich. 

The  elementary  schools  as  well  as  family,  church,  press,  lyceums, 
and  the  reading  rooms  of  mercantile  library  associations  served  as 
institutional  channels  for  the  theme  of  self-help.  Wyllie  points  out 
that  the  famous  readers  of  William  Holmes  McGuffey  “extolled  the 
glories  of  labor  to  several  generations  of  American  youth.”  From 
1836  until  the  end  of  the  century,  he  estimates,  perhaps  as  many 
as  half  the  children  in  America  “went  to  school  to  McGuffey 
and  learned  industry,  frugality,  and  sobriety  from  him.”  The 
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McGuffey  readers  “contained  the  same  synthesis  of  Christian 
and  middle-class  virtues  that  could  be  found  in  the  leading  manuals 
on  success.” 

Work,  work,  my  boy,  be  not  afraid; 

Look  labor  boldly  in  the  face; 

Take  up  the  hammer  or  the  spade, 

And  blush  not  for  your  humble  place.4 

No  boy,  however  poor  or  unfortunate,  had  reason  to  despair  as  long 
as  he  was  willing  to  work.  “Persevering  industry  will  enable  one 
to  accomplish  almost  anything,”  said  a  New  England  common 
school  textbook. 

To  dismiss  all  this  as  mere  hypocritical  rationalization  on  the 
part  of  employers  would  be  unwise.  To  be  sure,  there  may  well 
have  been  present  in  it  an  element  of  unconscious  rationalization. 
But  it  was  not  hypocritical.  Whether  because  employers  had  to 
believe  these  things  in  order  to  convince  others  they  were  true  or 
because  they  repeated  them  so  often  they  came  themselves  to  be¬ 
lieve  them,  the  point  is  that  they  did  believe  them.  One  reason  for 
thinking  they  did,  is  that  they  seem  to  have  practiced  what  they 
preached.  It  is  of  course  almost  impossible  to  determine  how  hard 
businessmen  themselves  worked  or  what  the  relationship  was  be¬ 
tween  their  industry  and  their  success.  But  Wyllie  points  out  that 
foreigners  sometimes  commented  that  an  “intense  work  psychology” 
embraced  not  only  the  business  community  but  the  entire  nation 
as  well.  “America  seemed  to  be  the  only  country  where  a  man  felt 
ashamed  if  he  had  nothing  to  do.”  It  will  be  obvious  that  the 
Protestant  ethic,  particularly  the  doctrine  of  the  calling,  made  a 
vital  contribution  to  this  psychology.  And  it  need  hardly  be  added 
that  the  shortage  of  labor  in  America  created  a  fertile  field  in  which 
the  ethic  of  work  might  flourish. 

Charles  L.  Sanford’s  study  of  the  intellectual  origins  of  New 
England’s  textile  industry  suggests  a  second  reason  for  not  question¬ 
ing  the  sincerity  of  the  ethic  of  work  on  the  part  of  employers. 

4  Quoted  in  Irvin  G.  Wyllie,  The  Self-Made  Man  in  America:  The  Myth 
of  Rags  to  Riches  (New  Brunswick,  N.  J.,  1954),  p.  42. 
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One’s  initial  reaction  to  the  statements  and  activities  of  the  region’s 
manufacturers,  to  be  sure,  might  well  be  unfavorable  to  that  thesis. 
It  is  plain  that  these  men  faced  a  twofold  problem:  that  of  reducing 
imports  of  competing  European  textiles  and  that  of  recruiting  a 
labor  supply.  They  addressed  themselves  to  the  problem  of  compe¬ 
tition  by  memorializing  Congress  in  1815  to  protect  American 
“consumers”  from  foreign  goods,  which  they  said  were  deceitfully 
made  from  “very  inferior  materials.”  They  also  patriotically  con¬ 
trasted  American  morals  and  European  manners,  making  such 
things  as  “fashionable  dress,  intellectuality,  leisure,  and  often  art 
into  foppish  instruments  of  the  devil,”  while  at  the  same  time 
elevating  “the  ascetic  virtues  of  simplicity  of  dress  and  manner, 
plainness  of  speech  and  thought,  modesty,  sobriety,  manliness,  and 
industry.” 

The  farm  daughters  of  New  England  provided  the  answer  to  their 
need  for  labor.  As  Nathan  Appleton  later  recalled:  “There  was 
little  demand  for  female  labor,  as  household  manufacture  was 
superseded  by  the  improvements  in  machinery.  Here  was  in  New 
England  a  fund  of  labor,  well  educated  and  virtuous.”  All  that 
was  necessary  was  to  convince  the  girls  and  their  parents  that  work 
in  the  mills  was  not  morally  degrading.  This  the  manufacturers  did 
in  two  ways:  they  depicted  European  manufacturing  as  “presided 
over  by  a  devilish  class  of  aristocrats,”  with  its  urban  workforce 
underpaid  and  degraded.  And,  “for  moral  as  well  as  economic 
reasons,”  they  established  their  mills  in  rural  areas  where,  in  many 
cases,  they  provided  family  plots  of  land,  forbade  grogshops  and 
taverns,  and  erected  attractive  boardinghouses,  schools,  and 
churches. 

Their  efforts  were  successful:  they  obtained  tariff  protection  in 
1816  and  later,  and,  as  Appleton  put  it,  “the  daughters  of  respec¬ 
table  farmers  were  readily  induced  to  come  into  these  mills  for  a 
temporary  period.” 

On  the  face  of  it,  it  would  appear  to  have  been  a  coldly  calculated 
program.  We  may  perhaps  add  to  that  appearance  by  noting  San¬ 
ford’s  remark  that  the  manufacturers  “exalted  the  virtues  of  sobriety, 
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industry,  and  the  like,  not  merely  because  they  had  inherited  these 
as  part  of  the  Protestant  business  ethic,  but  because  these  virtues 
were  from  the  beginning  opposed  to  the  urban  vices  of  indolence, 
drunkenness,  and  lewdness,  which,  in  turn,  were  considered  vices 
of  a  leisured  aristocracy.”  Nevertheless,  Sanford  justly  concludes, 
“There  is  every  reason  to  think  that  American  manufacturers  be¬ 
lieved  their  own  propaganda.”  Their  letters  and  journals  reveal 
how  deeply  they  held  in  private  the  views  they  spoke  in  public. 
For  example,  when  immediate  members  of  the  family  or  business 
associates  took  trips  to  Europe,  they  were  warned  by  those  at  home 
to  be  wary  of  the  corrosive  seductions  of  foreign  cities.  And  letters 
from  the  travelers  described  spectacles  of  “pomp  and  iniquity, 
extravagance  and  wretchedness.”  “Bring  home  no  foreign  fancies 
which  are  inapplicable  to  our  state  of  society,”  Amos  Lawrence 
admonished  his  son  in  Paris.  There  must  be  no  corrupting  the 
Garden  of  Eden. 

It  is  clear  these  men  conceived  themselves  as  leaders  of  a  great 
moral  crusade  to  free  Americans  from  a  contaminating  dependence 
upon  European  manufactures.  They  were  “frequently  explicit,  al¬ 
most  poetic,  about  their  divine  mission  in  America.”  “God  has 
given  us  a  good  land  and  many  blessing,”  Amos  Lawrence  wrote 
his  son.  “We  shall  be  called  to  a  strict  account.”  Describing  his 
part  in  the  industrial  revolution,  Nathan  Appleton  wrote:  “Ours 
is  a  great  novel  experiment.  .  .  .  Whatever  the  result,  it  is  our 
destiny  to  make  it.  It  is  our  mission — our  care  should  be  to  under¬ 
stand  it  and  make  it  succeed.”  Looking  upon  themselves  as  “ser¬ 
vants  of  the  Lord  who  were  setting  a  national  example  of  manu¬ 
facturing  morality  and  skill,”  the  textile  manufacturers  of  New 
England  “were  often  generous  in  encouraging  the  establishing  of 
rival  factories.”  Abbott  Lawrence  wrote  to  the  southerner  William 
C.  Rives,  “We  have  not  [sic]  jealousy,  whatever,  concerning  the 
establishment  of  manufactories  in  all  parts  of  the  country.”  George 
Cabot  “expected  that  New  England  operatives  would  ‘diffuse 
their  knowledge  and  skill  through  all  the  States  in  the  Union  where 
manufactories  can  be  carried  on.’  ”  Francis  Cabot  Lowell  fostered 
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the  growth  of  manufacturing  elsewhere  by  letting  out  his  patents 
for  the  power  loom  on  easy  terms.  Noted  for  their  philanthropy, 
these  men  were  yet  stern  with  themselves  and  with  others.  “It  is 
on  account  of  so  much  leisure,  that  so  many  fine  youths  are 
ruined  in  this  town,”  Amos  Lawrence  once  told  a  young  Bostonian. 

Whether  moved  by  a  sense  of  mission,  by  the  profit  motive,  or 
by  the  desire  to  “get  ahead,”  the  antebellum  generation,  employers 
and  employees  alike,  to  borrow  a  phrase  by  which  Glyndon  G.  Van 
Deusen  characterizes  the  Jacksonian  era,  were  a  “people  in  motion.” 
Theirs  was  a  striving  society,  one  in  which  people  pushed  themselves 
to  make  the  most  of  the  opportunities  opened  up  by  a  more  rapid 
pace  of  economic  change,  one  in  which  people  worked  hard,  re¬ 
summoning  their  ancient  belief  in  the  value  of  industry  and  sobriety 
in  order  to  provide  the  support  of  moral  justification  for  the  pace 
at  which  they  worked.  What  drew  them  on  were  not  merely  eco¬ 
nomic  rewards  but  social  ones  as  well.  There  is  every  reason  to 
believe  that  the  more  rapid  rate  of  economic  growth  was  paralleled 
by  a  more  rapid  rate  of  social  change  and  that  the  ability  to  rise  to 
higher  levels  of  status  was  greater  than  it  had  ever  been  before. 

The  degree  of  fluidity  of  eighteenth  century  society,  it  will  be 
remembered,  was  also  marked,  at  least  before  its  closing  decades 
in  New  England.  The  Revolution  appears  to  have  recommenced  a 
social  transformation  that  was  then  carried  much  further  by  a 
subsequent  quickening  of  the  pace  of  horizontal  movement,  indus¬ 
trialization,  and  urbanization.  Albert  Rees  has  succinctly  pointed 
out  one  of  the  principal  social  and  economic  effects  of  industrializa¬ 
tion:  “Individuals  could  rise  through  the  skill  hierarchy  more 
rapidly  in  a  growing  labor  force  than  in  a  stable  one.”  The  rapid 
urbanization  of  the  antebellum  years  not  only  concentrated  numer¬ 
ous  service  occupations  connected  with  trade  and  industry  but  also 
greatly  increased  those  necessary  to  the  sustenance  of  close  com¬ 
munity  life.  One  effect  of  the  widening  of  the  market  for  services 
was  a  lowering  of  the  bars  of  professional  standards  in  the  Jack¬ 
sonian  period.  In  addition,  the  widening  market  produced  a  fission¬ 
ing  of  functions  formerly  performed  as  a  rule  by  jacks-of-all-trades. 
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The  early  nineteenth  century  witnessed  a  wide  increase  in  occupa¬ 
tional  specialization:  merchants  specialized  as  importers  or  ex¬ 
porters,  as  wholesalers,  jobbers,  or  retailers,  while  a  host  of 
specialists  arose  to  perform  business  functions  ranging  from  manu¬ 
facturing  to  commercial  and  investment  banking  and  to  provide 
various  kinds  of  insurance  and  transportation  services.  In  short, 
society  witnessed  on  its  occupational  level  an  increase  in  produc¬ 
tive  efficiency  which  matched  that  made  possible  by  geographical 
specialization  on  the  level  of  physical  resources. 

The  multiplication  of  occupational  opportunities,  in  combina¬ 
tion  with  the  relative  ease  with  which  skills  and  productive  property 
could  be  acquired,  contributed  to  an  unusually  high  degree  of 
social  egalitarianism  among  white  men  during  the  antebellum 
period.  To  that  egalitarianism  the  economic  growth  of  the  United 
States  owed  a  great  deal.  Save  for  the  absurdity  of  reading  into  the 
mind  of  the  past  the  concerns  of  the  present,  it  would  be  tempting 
to  say  that  Tocqueville  understood  this  well.  What  he  did  see  very 
clearly  was  the  psychological  connection  between  the  social  fact 
and  its  economic  consequence.  In  the  United  States  in  which  he 
remained  for  a  year  and  a  half  in  the  early  1830’s  this  most  acute 
of  all  foreign  students  of  American  institutions  witnessed  and  found 
“difficult  to  describe  the  avidity  with  which  the  American  rushes 
forward  to  secure  this  immense  booty  that  fortune  offers.  .  .  .  Be¬ 
fore  him  lies  a  boundless  continent,  and  he  urges  onward  as  if  time 
pressed  and  he  was  afraid  of  finding  no  room  for  his  exertions.” 
Wealth  circulated  “with  inconceivable  rapidity,  and  experience 
shows  that  it  is  rare  to  find  two  succeeding  generations  in  the  full 
enjoyment  of  it.”  The  “commercial  activity”  of  Americans  he  could 
describe  only  as  “prodigious,”  including  that  of  farmers,  for  “most 
of  them  make  agriculture  itself  a  trade.” 

The  social  fact  to  which  Tocqueville  attributed  this  tremendous 
economic  vitality  was  the  broad  equality  of  social  condition  which 
he  found  to  exist  in  America.  Precisely  because  the  distance  between 
man  and  man  in  American  society  was  so  short,  men  were  extra¬ 
ordinarily  sensitive  to  the  inequalities  that  remained,  and  they 
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worked  hard  to  remove  them.  “When  inequality  of  conditions  is 
the  common  law  of  society,”  Tocqueville  explained,  “the  most 
marked  inequalities  do  not  strike  the  eye.”  But  “when  everything 
is  nearly  on  the  same  level,  the  slightest  are  marked  enough  to 
hurt  it.  Hence  the  desire  of  equality  always  becomes  more  insatiable 
in  proportion  as  equality  is  more  complete.”  This  desire  generated 
“an  all-pervading  and  restless  activity,  a  super-abundant  force,  and 
an  energy  which  is  inseparable  from  it  and  which  may,  however 
unfavorable  circumstances  may  be,  produce  wonders.”  Economic 
change  had  quickened  the  pace  of  social  change,  and  the  latter 
had  turned  back  upon  economic  change  to  drive  it  at  a  still  faster 
pace. 

The  distinguished  Frenchman  was  by  no  means  the  only  con¬ 
temporary  visitor  to  America  to  testify  to  the  existence  of  a  wide 
degree  of  social  equality.  Following  a  two-year  stay  between  1834 
and  1836,  Harriet  Martineau  recorded  that  in  America  “the  Eng¬ 
lish  insolence  of  class  to  class,  of  individuals  towards  each  other, 
is  not  even  conceived  of,  except  in  the  one  highly  disgraceful  in¬ 
stance  of  people  of  colour.”  As  did  Tocqueville,  she  pointed  out 
that  “In  a  country  where  the  whole  course  is  open  to  every  one; 
where  in  theory,  everything  must  be  obtained  by  merit,  men  have 
the  strongest  stimulus  to  exert  their  powers,  and  try  what  they 
can  achieve.”  Mrs.  Trollope  had  a  similar  comment:  “Any  man’s 
son  may  become  the  equal  of  any  other  Man’s  son,  and  the  con¬ 
sciousness  of  this  is  certainly  a  spur  to  exertion.”  To  Michael 
Chevalier,  the  United  States  in  1834  was  “the  land  of  promise  for 
the  labouring  class.”  “The  equality  of  Man  is,  to  this  moment,” 
wrote  the  British  traveler  Alexander  Mackay  in  1842,  the  “corner¬ 
stone”  of  American  society. 

It  is  of  course  hazardous  to  risk  generalization  upon  the  often 
frail  support  of  travelers’  accounts,  for  they  are  often — although 
the  essential  value  of  those  of  Tocqueville  and  Martineau  in  par¬ 
ticular  is  not  thus  impugned — impressionistic  and  biased.  In  fact, 
however,  two  other  kinds  of  contemporary  evidence,  as  John  E. 
Sawyer  has  pointed  out,  sustain  the  impressions  of  general  travelers. 
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These  are  the  official  reports  and  unofficial  commentaries  arising 
from  such  international  exhibitions  as  the  Crystal  Palace  Exhibition 
of  1851,  and  the  various  specialized  reports  of  industrial  commis¬ 
sions,  which  began  to  arrive  as  early  as  1853  for  the  purpose  of 
studying  American  manufacturing  methods.  After  careful  study  of 
these  reports  Sawyer  reached  the  following  conclusion: 

Experts  commenting  on  our  machinery  or  industrial  commissions 
studying  our  techniques  of  standardized  maufacturing  sustain  the  pre¬ 
vailing  themes  of  the  general  traveler.  In  much  the  same  vein  and  many 
of  the  same  words,  their  reports  turn  to  differences  in  the  nature  or 
diffusion  of  education  in  America;  the  absence  of  rigidities  and  re¬ 
straints  of  class  and  craft;  the  freedom  from  hereditary  definitions  of 
the  tasks  or  hardened  ways  of  going  about  them;  the  high  focus  on 
personal  advancement  and  drives  to  higher  material  welfare;  and  the 
mobility,  flexibility,  adaptablility  of  Americans  and  their  boundless 
belief  in  progress.  These  and  closely  related  patterns  are  linked  directly 
to  economic  behavior  and  economic  results — to  initiative,  originality, 
systematic  effort,  and  boldness;  the  “eager  resort  to  machinery”  and 
productive  use  of  small  capital,  at  a  time  when  small  capital  was 
decisive;  the  ceaseless  search  and  ready  adoption  of  the  new  and  more 
efficient;  the  intense  responsiveness  to  shifting  opportunities  and  ex¬ 
panding  horizons;  the  “go-aheadism”  the  visitors  from  all  categories 
so  often  placed  at  the  root  of  the  “immense  drive”  of  American 
maufacturing.6 

Not  all  comment,  Sawyer  points  out,  was  by  any  means  laudatory, 
and  large  numbers  of  observers  expressed  displeasure  or  even 
disgust  with  American  institutions  and  ways.  “But  whether  they 
talked  of  ‘a  noble  desire  to  elevate  one’s  station’  or  ‘vulgar  dollar 
chasing,’  and  whether  they  liked  or  denounced  a  society  in  which 
business  rode  high  and  a  wide  open  social  structure  fostered 
mobility,  rootlessness,  restlessness,  and  the  like,  and  gave  enhanced 
significance  to  the  visible  results  of  economic  success,  they  were 
pointing  to  social  values  and  a  social  order  uniquely  favorable  to 
the  particular  patterns  of  manufacturing  that  we  have  been  dis¬ 
cussing.” 

5  John  E.  Sawyer,  “The  Social  Basis  of  the  American  System  of  Manu¬ 
facturing,”  Journal  of  Economic  History,  XIV  (1954),  376-77. 


THE  ROOTS  OF  AMERICAN  ECONOMIC  GROWTH,  1607-1861  [204 

Once  more,  it  is  perfectly  true  that  travelers  even  before  the 
Revolution  saw  in  the  American  a  “new  kind  of  man,”  one  who 
was  individualistic,  optimistic,  and  enterprising.  It  should  be 
emphasized  again  that  America  never  possessed  an  aristocracy  in 
the  European  sense.  No  group  had  existed  that  could  lay  claim 
to  a  long  tradition  of  wealth  and  power,  with  privileges  rooted  in 
the  law,  with  birth  rather  than  achievement  the  door  of  entry. 
Yet  just  as  there  is  a  difference  in  degree  of  opportunity  between  the 
eighteenth  century  and  the  antebellum  period,  so  is  there  a  difference 
in  timbre.  It  is  difficult  not  to  agree  with  the  assessment  of  Chilton 
Williamson:  the  colonial  period  was  predemocratic  in  its  conscious 
thought.  There  were,  to  be  sure,  as  Carl  N.  Degler  points  out,  oc¬ 
casional  and  moderate  expressions  of  the  sentiment  of  egalitarian¬ 
ism.  In  the  years  betwen  1820  and  1860,  on  the  other  hand,  Ameri¬ 
cans  not  only  “made  it  quite  clear  that  theirs  was  to  be  an 
equalitarian  and  open  society.”  They  proclaimed  it  “blatantly  and 
continuously.” 

They  also  acted  vigorously  on  their  beliefs,  and  this  blend  of 
idealism  with  social  change  that  was  often  consciously  sought,  did 
much  to  produce  the  egalitarianism  so  widely  noted  by  con¬ 
temporaries.  By  1810  all  but  a  few  states  had  extended  the 
privilege  of  voting  to  either  all  male  taxpayers  or  to  all  adult  male 
citizens.  This  produced  no  unprecedented  swarming  to  the  polls, 
however.  Richard  P.  McCormick  points  out  that  a  two-party  system 
to  contest  elections  did  not  exist  in  more  than  half  the  states  till 
after  1832.  With  the  appearance  by  1840  of  fairly  well-balanced 
parties  in  almost  every  state,  there  occurred  in  the  national  election 
of  that  year  such  a  vast  outpouring  of  voters  as  to  prompt 
McCormick  to  suggest  we  substitute  the  phrase  “Tippecanoe  Demo¬ 
cracy”  for  “Jacksonian  Democracy.” 

Arguing  on  the  side  of  tradition,  however,  is  the  fact  of  a  rising 
belief  after  1829  that  self-government  required  wide  participation 
by  citizens  not  only  in  legislative  halls  but  in  executive  offices.  On 
the  level  of  state  and  local  government,  Leonard  D.  White  points 
out,  this  belief  resulted  in  the  direct  election  of  most  officeholders. 
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In  the  federal  government  it  resulted  in  rotation  among  holders  of 
office.  Jackson  did  not  invent  the  “spoils  system,”  but  stability  in 
the  administrative  services  had  tended  to  develop  prior  to  his  elec¬ 
tion  in  1828.  Indeed,  White  even  speaks  of  the  growth  of  an 
“office-holding  class.”  Jackson  did  not  favor  long  tenure  in  office, 
whether  by  a  social  elite  or  a  body  of  bureaucratic  specialists.  In 
his  first  annual  message  to  Congress  in  December  1829  he  expressed 
his  well-known  judgment  that  “The  duties  of  all  public  offices  are, 
or  at  least  admit  of  being  made,  so  plain  and  simple  that  men  of 
intelligence  may  readily  qualify  themselves  for  their  performance, 
and  I  can  not  but  believe  that  more  is  lost  by  the  long  continuance 
of  men  in  office  than  is  generally  to  be  gained  by  their  experience.” 
“In  a  country  where  offices  are  created  solely  for  the  benefit  of  the 
people  no  one  man  has  any  more  intrinsic  right  to  official  station 
than  another.”  Jackson’s  actual  removals  have  been  exaggerated. 
They  appear  to  have  amounted  to  less  than  10  per  cent  of  all  federal 
officeholders  (10,000)  during  the  first  eighteen  months  of  the  new 
administration.  Still,  the  number  was  unprecedented. 

There  are  other  evidences  of  the  influence  of  an  enhanced 
egalitarian  spirit  during  these  years,  such  as  the  emergence  of  the 
theory  that  the  President  was  as  much  a  direct  representative  of  the 
people  as  was  Congress.  Related  to  this  was  the  new  doctrine  that 
those  representatives  should  regard  themselves  not  as  independent 
decision-makers  but  as  under  instructions  from  the  constituency 
electing  them.  Jacksonian  leaders,  Richard  Hofstadter  points  out, 
encouraged  the  belief  that  the  “popular  will  should  control  the 
choice  of  public  officers  and  the  formation  of  public  policy.”  It  is  a 
central  theme  of  Marvin  Meyers’  analysis  of  the  “Jacksonian 
Persuasion”6  that  with  the  rise  of  professional  politicians  public 
opinion  was  heard  with  a  new  sensitivity  by  politicians  anxious  to 
win  elections.  Certainly  by  the  mid-thirties,  office  seekers  were 
beginning  to  appeal  to  the  electorate  in  terms  of  their  humble  birth. 

If  we  put  these  evidences  of  egalitarian  change  together  with  | 
those  supplied  by  our  previous  discussion  of  the  rising  demand  for 

6  The  Jacksonian  Persuasion:  Politics  and  Beliefs  (Stanford,  Calif.,  1957). 
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free,  public  education  and  of  the  contribution  made  by  the  Taney 
Court  to  the  easing  of  the  process  of  incorporation — to  say  nothing 
of  the  change  in  the  type  of  officeholder  from  what  White  called 
“trimly-dressed  gentlemen  of  good-breeding  to  jostling  hack  politi¬ 
cians  from  New  York  and  country  editors  and  farmers  from  the 
West” — it  will  be  clear  how  vigorous  was  the  egalitarian  impulse  of 
the  antebellum  period. 

A  number  of  other  considerations  also  support  the  view  that, 
before  approximately  mid-century,  class  lines  fell  lightly  over  the 
contours  of  an  essentially  fluid  society.  It  was  a  highly  speculative 
age  in  which  fortunes  were  made  and  lost  overnight,  in  which 
men  rose  and  fell  with  the  dexterous  agility  depicted  in  the  con¬ 
temporary  pages  of  Francis  Grund.  Partnerships  and  private 
proprietorships  rather  than  corporations  predominated  as  forms  of 
business  enterprise  even  on  the  eve  of  the  Civil  War,  and  this 
suggests  that  for  most  purposes  the  sums  required  as  investment 
capital  to  enter  business  were  within  the  capacities  of  numerous 
men.  It  is  especially  in  the  fifties  that  incorporation  and  the  factory 
system  take  their  sharp  rise,  and  even  then  much  machinery  re¬ 
mained  light,  wooden,  and  inexpensive. 

Above  all,  perhaps,  Norman  Ware’s  study  of  the  industrial 
worker  concludes  that  he  did  not  commence  until  that  decade  to 
regard  himself  as  a  permanent  wage  earner.  Walter  Hugins’  recent 
study  of  the  Workingmen’s  Movement  in  New  York  in  the  1830’s 
certainly  supports  the  thesis  that  workingmen  then  shared  middle- 
class  interests  and  objectives.  Indeed,  his  analysis  of  the  life 
histories  and  occupations  of  850  men  active  in  the  Workingclass 
Movement  shows  that  the  “working  class”  was  so  broad  as  to  in¬ 
clude  large  elements  of  the  bourgeoisie. 

It  is  true  that  Arthur  Schlesinger,  Jr.  maintained  in  a  seminal 
publication  some  twenty  years  ago  that  “More  can  be  understood 
about  Jacksonian  democracy  if  it  is  regarded  as  a  problem  not  of 
sections  but  of  classes.”  Schlesinger  viewed  the  Jacksonian  move¬ 
ment  as  one  “to  control  the  power  of  the  capitalistic  groups,  mainly 
Eastern,  for  the  benefit  of  noncapitalist  groups,  farmers  and  labor- 
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ing  men,  East,  West,  and  South.”  But  Clarence  H.  Danhof’ s  careful 
study  of  the  costs  of  farm-making  shows  that  even  before  the  1850’s 
it  is  highly  questionable  whether  farmers  can  be  regarded  as  falling 
within  a  “noncapitalist”  group.  In  view  of  Tocqueville’s  char¬ 
acterization  of  his  motives,  and  of  other  evidence  presented  in  the 
foregoing  pages,  it  is  perhaps  not  too  much  to  suggest  that  the 
great  heart  of  American  historiography  has  bled  long  enough  in 
the  cause  of  the  “poor”  farmer.  As  for  labor,  Joseph  Dorfman  has 
demonstrated  that  Schlesinger  used  the  term  “working  men”  in  a 
more  restricted  sense  than  did  the  Jacksonian  age,  which  embraced 
all  producers  within  the  approved  plural  categories  of  “working 
classes,”  “industrious  classes,”  “producing  classes,”  or  “useful 
classes,”  excluding  only  bankers  and  other  “political  capitalists.” 
And  specialized  studies  of  voter  behavior  in  Boston,  Philadelphia, 
and  New  York  by  Edward  Pessen,  William  A.  Sullivan,  and  Lee 
Benson,  have  demonstrated  that  to  the  extent  that  a  “labor  move¬ 
ment”  can  be  said  to  have  existed,  it  did  not  in  general  support 
Jacksonian  candidates. 

In  sum,  it  would  seem  to  me  difficult  not  to  embrace  the  position 
of  Marvin  Meyers,  who,  accepting  Tocqueville’s  characterization 
of  an  essentially  homogeneous  society,  concludes  that  both  political 
parties  “must  have  reached  broadly  similar  class  constituencies  to 
gain,  as  they  did,  only  a  little  more  or  less  than  half  the  popular 
vote”  in  national  elections.  As  Benson  has  well  said,  “Neither 
Schlesinger’s  version,  nor  any  other  version  that  assumes  there  were 
significant  differences  in  the  class  nature  of  party  leadership,  ap¬ 
pears  credible.  Instead,  the  evidence  indicates  that  the  same 
socioeconomic  groups  provided  leadership  for  both  parties.”  Be¬ 
fore  the  1850’s  at  any  rate,  a  fluid  social  order,  itself  in  large  part 
a  product  of  broadly  egalitarian  economic  opportunity,  made  an  im¬ 
portant  contribution  to  the  process  of  American  economic  growth. 
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Epilogue 


The  preceding  discussion  has  ranged  broadly  into  numerous  areas 
of  American  life  in  search  of  the  roots  of  American  economic 
growth,  and  has  located  them  in  community  will  and  acts  of 
governments,  the  structure  of  society  and  its  values,  knowledge 
and  education,  attitudes  toward  technological  change,  the  actions 
of  private  investors,  and  the  effects  of  widening  markets.  Entre¬ 
preneurship,  it  may  be  noted,  has  not  been  singled  out  for  dis¬ 
cussion,  but  this  is  only  because  it  has  been  implied  in  almost  every¬ 
thing  that  has  been  said.  No  discussion  of  American  economic 
growth  could  omit  the  quality  of  entrepreneurship  because,  es¬ 
sentially,  despite  the  efforts  made  by  Say  and  others  to  erect  it  into 
a  factor  of  production  coequal  with  land,  labor,  and  capital,  it 
is,  in  my  opinion,  nothing  more  than  the  desire  for  efficiency  in  the 
use  of  economic  resources.  This  quality  is  displayed  not  only  by 
the  private  businessman  in  search  of  cost-savings  via  administrative 
or  technological  innovation  but  also  by  the  government  admini¬ 
strator  seeking  ways  of  widening  the  tax  base  for  needed  public 
improvements,  by  the  kind  of  workers  found  by  Nasmyth  and  other 
students  of  American  manufacturing  methods,  and  by  the  kinds  of 
communities  whose  insistent  demands  prodded  governments  into 
providing  social  overhead  capital  necessary  to  growth.  It  is  a 
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quality  of  alertness  to  the  possibility  of  material  betterment,  and 
it  inheres  or  fails  to  inhere  in  the  value  system  of  a  culture,  al¬ 
though  economic  change  may  pave  the  way  for  it. 

I  have  tried  to  make  clear  that  this  quality  came  with  the  first 
Americans  to  these  shores,  that  constriction  of  environmental  op¬ 
portunity  then  damped  down  its  efficacy  by  narrowing  its  channels 
of  expression,  and  that  with  the  progressively  greater  market  oppor¬ 
tunities  provided  by  both  government  and  private  business  during 
the  late  eighteenth  and  early  nineteenth  centuries,  it  seems  increas¬ 
ingly  to  have  permeated  the  American  people.  It  is  tempting  to 
put  a  special  emphasis  upon  the  importance  of  this  progressive 
permeation,  this  wide  diffusion  of  the  demand  for  growth.  Because 
of  it  the  “dynamic,  innovative  activities”  productive  of  revolution 
in  transport,  agriculture,  and  industry  were,  to  cite  the  language  of 
John  E.  Sawyer,  “sustained  by  great  numbers  of  people.”  We 
became  “a  nation  of  ‘projectors,’  ”  not  a  mere  “handful  of  enlight¬ 
ened  families  or  officials  or  banks,  or  a  scattering  of  Schumpeterian 
heroes,”  but  a  “population  swarming  with  actual  and  potential 
entrepreneurs  in  all  walks  of  life — multiple  centers  of  initiative, 
able  and  motivated  to  respond,  and  .  .  .  even  to  overrespond  to 
the  stimuli  of  the  market  and  of  expanding  opportunity.” 

The  elevation  of  a  single  causal  factor  to  a  position  of  primacy 
is,  however,  a  procedure  fraught  with  risk.  While  causal  conditions 
are  separable  from  each  other  for  purposes  of  analysis,  in  life  they 
are  intimately  bound  in  a  net  of  interdependent  relationships.  It 
is  this  mutual  play  of  the  conditions  upon  each  other,  conditions 
that  were  now  cause  and  then  effect,  that  renders  extremely  difficult 
the  task  of  specifying  their  relative  importance.  Strictly  speaking, 
none  was  an  independent  variable. 

Take,  for  example,  the  factor  of  a  widening  market,  which  cer¬ 
tainly  seems  to  govern  the  action  of  many  dependent  variables.  It 
helped  make  specialization  possible  and  helped  pave  the  way  for 
technological  advance;  it  increased  occupational  differentiation  and 
thus  helped  make  possible  a  greater  degree  of  social  mobility;  it 
helped  generate  a  public  demand  for  government  aid  to  internal 

fdu  ju  a 


[210 


THE  ROOTS  OF  AMERICAN  ECONOMIC  GROWTH,  1607-1861 

improvements;  it  helped  attract  foreign  investments;  and  so  on. 
But  it  is  obvious  that  internal  improvements  also  widened  the 
market,  as  did  the  income  effects  of  occupational  specialization,  and 
the  influence  of  mobility  in  creating  a  more  standardized  demand 
for  products  that  could  be  mass-produced  by  mechanized  methods. 

Furthermore,  if  a  widening  market  helped  in  the  achievement  of 
many  changes,  so  too  did  other  factors.  The  degree  of  specialization 
depends  not  only  upon  the  width  of  the  market  but  upon  the  many 
diversities  of  human  aptitude,  opportunity,  condition,  and  interest, 
and  upon  the  state  of  knowledge  and  the  facilities  for  its  transmis¬ 
sion.  Technological  advance  depends  also  upon  available  knowl¬ 
edge,  entrepreneurial  attitudes,  cost-price  ratios,  the  kind  of  patent 
laws  a  nation  has  (those  of  the  United  States,  for  example,  re¬ 
garded  patents  as  an  award  to  the  inventor;  in  the  United  Kingdom 
patents  were  looked  upon  as  rewards  to  any  person  whether  in¬ 
ventor  or  not,  for  bringing  the  invention  to  the  attention  of  the 
public),  and  upon  still  other  considerations.  To  be  brief,  occupa¬ 
tional  diversification  requires  the  contribution  of  education;  urbani¬ 
zation,  industrialization,  westward  movement,  and  much  else 
contributed  to  social  mobility;  public  demand  for  internal  improve¬ 
ments  in  part  reflected  a  long  colonial  tradition  of  community  self- 
help,  and  foreign  investments  in  part  reflected  confidence  in 
American  political  stability  and  the  credit-worthiness  of  American 
governments. 

A  somewhat  different  approach  to  the  same  problem  may  prove 
even  more  revealing.  Let  us  put  the  broad  question  whether  it 
is  possible  to  estimate  the  relative  importance  of  the  contributions 
made  to  growth  by  the  public  and  private  sectors  of  the  economy. 
To  do  so  requires  that  we  be  able  to  estimate  the  contributions 
made  by  the  constituent  elements  of  each  sector.  Let  us  simplify 
the  problem  by  asking  if  it  is  possible  to  assign  weights  to  the  links 
of  a  single  causal  chain,  assuming  for  this  purpose  that  growth 
required  the  traversing  of  only  one  causal  pathway,  that  of  canal 
construction,  and  that  other  causal  pathways,  for  example  those 
involving  changes  in  social  structure,  educational  opportunity,  and 
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intensity  of  will — pathways  that  in  fact  converged  upon  the  process 
— are  irrelevant.  Let  us  simplify  still  more  and  assume  that  such 
factors  as  the  good  credit  of  state  and  municipal  governments  and 
an  established  framework  of  security  for  investment  had  nothing 
to  do  with  the  historical  fact  that  “More  than  ninety  percent  of  the 
funds  [$188,000,000]  provided  by  government”  for  canal  construc¬ 
tion  in  New  York,  Pennsylvania,  Ohio,  Indiana,  Illinois,  and 
Virginia  between  1815  and  1860  “were  raised  through  loans,” 
nearly  one-third  of  which  were  provided  by  foreign  banking  houses, 
principally  in  Great  Britain.  We  shall  ask  one  simple,  direct  causal 
question:  how  much  weight  or  causal  importance  shall  we  assign 
the  contribution  of  capital  by  governments  to  the  economic  growth 
made  possible  by  canals? 

I  have  chosen  this  problem  to  illustrate  a  more  general  one 
because  four  economic  historians — Goodrich,  Rubin,  Cranmer, 
and  Segal — have  recently  addressed  themselves  specifically  to  it. 
Employing  the  tool  of  “modern”  benefit-cost  analysis,  they  assume 
benefits  to  have  been  both  direct  and  indirect.  Direct  benefits  con¬ 
ferred  by  the  canals  were  equal  to  the  savings  they  effected  in 
moving  the  nation’s  commerce.  But  although  these  savings  were 
realized  initially  by  the  shippers  themselves,  they  were  subsequently 
diffused  throughout  the  economy  when  the  prices  of  commodities 
shipped  over  long  distances  declined.  If  canals  contributed  to 
economic  development,  their  total  benefits  exceeded  their  total 
costs. 

Despite  an  heroic  effort  to  measure  total  benefits,  it  proved  im¬ 
possible  to  do  so.  The  confession  of  failure  is  forthright:  “But 
the  most  important  contribution,  in  our  view,  is  the  one  most  diffi¬ 
cult  to  measure.”  The  Erie  Canal  and  its  tributaries  “played  a  vital 
role  in  extending  and  integrating  spatially  separated  markets”  and 
thus  generated  large  indirect  benefits  that  contributed  significantly 
to  economic  growth.  In  sum,  the  “most  important”  contribution 
of  the  canals  was  to  generate  indirect  benefits  which  cannot  be 
measured.  If,  therefore,  we  cannot  assign  a  weight  to  that  “im¬ 
portance,”  how  shall  we  assign  weights  to  the  component  factors 
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of  that  importance,  to  the  elements  that  made  it  possible?  We  may 
justly  conclude  that  the  contribution  of  government  formed  a 
necessary  condition  to  economic  growth  and  that  the  contribution 
of  nonpolitical  factors  also  did.  Can  we  know  more  than  this? 

I  do  not  believe  we  can  know  more  in  any  precise,  numerical 
sense,  but  certainly  there  are  excellent  reasons  for  believing  that 
at  any  given  conjuncture  of  events  some  factors  are  “more  im¬ 
portant”  than  are  others.  Comparisons  between  cases  certainly 
suggests  so.  Consider,  for  example,  a  people’s  health:  the  studies 
of  Richard  Shryock  show  the  health  of  the  American  people  some¬ 
times  to  have  been  poor  enough,  yet  in  general  poor  health  does 
not  appear  to  have  been  nearly  so  important  a  hindrance  to  our 
economic  growth  as  it  is  likely  to  prove  to  that  of  a  number  of 
contemporary  nations.  Differences  in  levels  of  literacy,  in  cultural 
values,  in  technological  knowledge  and  aptitude  also  immediately 
appear  from  comparisons  between  countries.  Nations  also  have 
differing  resource  patterns,  or  land-man  ratios,  and  are  thus  dif¬ 
ferently  situated  with  respect  to  their  ability  to  attract  foreign  capi¬ 
tal  funds  or  earn  them  via  exports  of  agricultural  surpluses. 
Comparisons  of  these  kinds  make  it  clear  that  a  given  factor  in 
growth  cannot  everywhere  be  assigned  the  same  “weight”  or  degree 
of  importance. 

“The  influences  which  are  relevant  to  development,”  H.  J. 
Habakkuk  thoughtfully  observes,  “combine  in  many  different  ways, 
and  each  has  a  different  effect  according  to  the  combination  in 
which  it  appears.”  The  available  fund  of  technological  knowledge 
meant  less  to  American  growth  in  1750  than  it  did  in  1850,  and 
the  reason  for  it  is  that  historical  change  in  the  interim  altered 
the  combination  in  which  it  appeared.  Formal,  institutional  edu¬ 
cation  very  probably  means  a  great  deal  more  to  American  growth 
in  the  mid-twentieth  century  than  it  did  a  century  ago,  and  once 
again  it  is  shift  in  the  balance  of  factors  that  explains  this.  Capital 
formation  as  a  current  condition  of  growth  may  be  less  important 
than  it  once  was  to  an  underdeveloped  nation;  at  any  rate,  it  is  the 
view  of  Edward  F.  Denison  that  as  much  as  one-half  of  the 


EPILOGUE 


[213 

productivity  change  which  takes  the  form  of  reductions  in  cost 
actually  reflects  managerial  and  organizational  improvements  re¬ 
quiring  little  or  no  changes  in  equipment.  All  of  the  necessary 
conditions  of  growth  shift  in  time  in  their  degree  of  pertinence, 
and  it  is  only  in  the  light  of  particular  conjunctures  that  they  can 
be  assessed.  But  the  assessment  remains  a  historical  judgment,  the 
validity  of  which  is  not  at  all  increased  by  virtue  of  its  being 
presented  in  mathematical  form. 

In  the  American  economy  of  the  early  nineteenth  century  the 
shortage  of  capital  funds  constitutes  a  fact  of  central  importance. 
If  growth  depended  upon  industrialization,  the  latter  depended 
upon  a  national  market,  and  a  national  market  upon  large  capital 
sums  for  improved  transportation.  If  these  are  valid  assessments,  I 
do  not  see  how  a  place  of  central  importance  in  American  eco¬ 
nomic  growth  can  be  denied  the  role  of  government,  because  of 
its  contribution  to  the  formation  of  a  national  market  and  the 
national  credit.  And  if  government  was  as  important  as  it  appears 
to  have  been,  it  follows  that  the  achievement  of  independence  was 
prerequisite  to  the  role  it  played.  This  is  one  of  the  reasons  I  have 
emphasized  the  American  Revolution.  Once  government  had  carved 
out  the  channels  of  a  national  economy,  private  interest,  both 
domestic  and  foreign,  could  pour  into  those  channels  a  swelling 
stream  of  capital  funds,  manpower,  and  constant  technological 
change.  These  were  economic  rather  than  political  contributions, 
but  to  both,  as  we  have  seen,  must  be  added  the  “input”  of  an 
insistent  community  will,  the  will  of  an  entrepreneurial  people  who 
became  increasingly  better-educated  members  of  a  free  society. 

Douglass  C.  North  nicely  illustrates  some  of  the  mechanisms  of 
interaction  among  the  economic  factors  making  for  growth.  Initial 
developments  in  manufacturing  provided  “strong  inducements  for 
additional  investment  in  subsidiary  or  complementary  industry,” 
especially  consumer  goods  industries.  This  forward-reaching  “link¬ 
age  effect”  had  a  counterpart  that  operated  in  reverse  fashion. 
The  rise  of  the  cotton  textile  industry,  for  example,  exerted  a 
backward-reaching  effect  upon  demand  for  textile  machinery,  iron 
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casting,  machine  tools,  and  metal  working.  And  expenditures  of 
income  exerted  a  “multiplier-accelerator  effect”  upon  the  level  of 
economic  activity  in  the  region  where  the  expenditures  were  made. 

Perhaps  unfortunately,  it  is  more  difficult  to  put  on  display  the 
mechanisms  by  which  technological  innovation,  skills  imparted  by 
education,  and  incentives  deepened  and  diffused  by  an  open  society 
exerted  their  linkage  effects  and  suffused  the  social  mass  in 
multiplier-accelerator  fashion.  Nor  can  anyone,  to  my  knowledge, 
disclose  with  the  neat  precision  of  theory  the  loci,  strength,  and 
action  of  the  links  between  the  economic  and  the  noneconomic. 
One  fault  of  such  economic  theory  as  I  think  I  understand  is  its 
impounding  in  a  category  of  ceteris  paribus,  that  is  to  say,  among 
the  data  given,  numerous  noneconomic  factors  that  are  pertinent 
to  growth,  factors  whose  motions  are  to  be  explained  rather  than 
assumed.  It  is  true  that  such  factors  as  social  movement  and 
community  values  are  affected  by  economic  change;  but  the  reverse 
is  also  true.  Perhaps  there  will  someday  be  elaborated  a  “general 
theory  of  society — specifically  some  sort  of  sociology  of  change,” 
to  cite  the  words  of  Leland  H.  Jenks,  that  will  be  inclusive  of 
economic  and  all  other  major  sources  of  social  change.  Until  the 
dawn  of  that  doubtful  day,  only  the  total  resources  of  the  historian, 
critical  and  narrative,  can  succeed  in  weaving  the  thread  of  growth 
into  the  richer  pattern  of  human  change.  His  data  may  often  prove 
unquantifiable,  but  history  is  likely  to  remain  the  art  of  weighing 
the  imponderable. 

Meanwhile,  comparisons  are  useful  because  they  help  provide 
criteria  by  which  the  degree  of  the  probable  validity  of  our  hypo¬ 
theses  may  be  tested.  If,  for  example,  one  were  to  assign  a  high 
degree  of  importance  in  American  economic  growth  to  the  nation’s 
abundant  resources,  an  elicitation  of  numerous  other  instances  of 
growth  on  the  part  of  countries  not  in  possession  of  such  resources 
ought  to  give  one  pause.  Such  comparisons  cannot  disprove  a 
hypothesis,  and  they  do  not  necessarily  weaken  it.  This  is  because 
perfect  comparability  between  cases  can  never  exist.  It  will  always 
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be  true  that  a  Collingwoodite  immersion  in  the  uniqueness  of  the 
particular  may  disclose  differences  that  may  be  justified  as  more 
important  than  similarities.  Certainty  is  unattainable,  and  we  may 
mince  nearer  the  throne  only  by  shuffling  between  the  particular 
and  the  general,  man  and  his  whole  environment,  cause  and  effect. 
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( Continued  from  front  flap) 

American  economic  growth  from  the 
beginnings  of  colonialism  through  the 
American  Revolution,  the  birth  of  the 
new  nation,  and  its  movement  toward 
economic  and  political  independence,  to 
the  crisis  of  the  Civil  War.  His  sophisti¬ 
cated  perspective  brings  new  insight,  de¬ 
monstrating  how  inter-related  are  a  na¬ 
tion’s  values,  its  political  ideology  and 
practice,  its  scientific  and  technological 
advance,  and  its  economic  interests.  He 
analyzes  the  role  of  the  Protestant  ethic  in 
American  business,  the  effects  of  slavery, 
the  impact  of  growing  industrialization 
upon  the  competitive  drive  of  the  Amer¬ 
ican  people  for  security  and  status. 
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From  Chapter  I  in  THE  ROOTS  OF  AMERICAN 
ECONOMIC  GROWTH  1607-1861: 

“Applied  to  the  problem  at  hand,  the  method  of  comparison 
permits  us  to  look  out  over  the  history  of  the  past  two  centuries 
and  observe  [as  Simon  Kuznets  has  emphasized]  that  some  nations 
experienced  rapid  economic  growth  while-  others  did  not.  The 
question  immediately  arises:  what  explains  this?  What  did  the 
growing  countries  have  that  was  lacking,  or  present  in  less  signifi¬ 
cant  amounts,  in  those  that  grew  less  rapidly?  And  the  answer 
seems  clearly  to  be:  industry,  together  with  a  constellation  of  con¬ 
ditions  that  made  it  possible.  Not  only  in  the  United  States  before 
the  early  decades  of  the  nineteenth  century,  but  also  in  the  case  of 
Great  Britain  before  roughly  the  1760’s  (although  the  British  case 
is  disputed),  of  France  before  the  1830’s,  Germany  before  the 
1850’s,  Russia  before  the  1890’s,  Turkey  before  the  1930’s,  and 
so  on,  rates  of  growth  were  slow  before  the  pace  of  industrial  de¬ 
velopment  began  to  accelerate. 

“If,  then,  industrialization  is  properly  to  be  associated  with 
rapid  and  sustained  economic  growth,  the  further  question  arises: 
what  conditions  were  necessary  to  industrialization  and  sufficient 
to  explain  its  advent?  Once  again  comparative  analysis,  a  search 
this  time  for  features  common  to  the  experience  of  industrializing 
countries,  suggests  the  answer.  In  all  cases  industrialization  de¬ 
pended  on  the  necessary  condition  of  continuous  technical  pro¬ 
gress  and,  underlying  that,  a  series  of  new  scientific  discoveries. 
Yet  science  and  technology  were  necessary  conditions,  not  suffi¬ 
cient  ones.  Industrialization  also  required  both  physical  and  human 
capital,  entrepreneurial  skills  and  incentives,  the  willingness  and 
ability  of  businessmen  and  workingmen  to  adopt  new  machines 
and  processes,  and  the  existence  of  markets  to  absorb  their  out¬ 
put  at  prices  sufficient  to  cover  the  production  costs  of  marginal 
producers.  These  requirements,  combined  with  the  necessary  con¬ 
dition  of  increased  technological  knowledge,  constituted  the  suffi¬ 
cient  condition  for  industrialization  and,  hence,  of  modern  econ¬ 
omic  growth.” 


